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“TheInvestmentFacilityshall operatein all economicsectors andsupport investments ofprivateand
commerciallyrunpublicsectorentities,includingrevenue-generatingeconomicandtechnologicalinfra-
structurec riticalfort heprivatesector. TheFacilityshall:
¸ be managed asarevolving fundandaim atbeing financiallysustainable.Its operationss hall be on
market-related termsandc onditionsandshall avoidc reating distortionson localm arkets andd is-
placing privatesourcesoff inance;
¸ supporttheACPfinancialsectorandhaveacatalyticeffectbyencouragingthemobilisationoflong-term
localresourcesandattracting foreignprivateinvestors andlenders toprojects in theACPS tates;
¸ bearp art oftherisko ftheprojects itfunds,its financialsustainabilitybeing ensured through the
portfolio asawholeandnotfrom individuali nterventions; and
¸ seektochannelfundsthroughACPnationalandregionalinstitutionsandprogrammesthatpromote
thed evelopmentofsmall andmedium-sized enterprises( SMEs).”
RevisedCotonouPartnershipAgreement,AnnexII,Article3InvestmentFacility–AnnualReport2006 2
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Mission oftheInvestmentFacility
TheEuropeanInvestmentBanksupports
theEuropeanUnion’s cooperation and
developmentp oliciesin theAfrican,
CaribbeanandPacificregionsin the
frameworko ftheCotonouPartner-
shipAgreementbetweentheEUa nd
the79ACPcountries. Itmanagest he
InvestmentFacility,aEUR 2037 mrisk-
bearing instrumentfunded from the
EuropeanDevelopmentFundgeared
specificallytofostering privatesector
investmentin adifficulteconomicand
politicalcontextand, thereby,tofill-
ing financing gaps in themarket. Inso
doing,theBank must balance respon-
siveness too pportunitieswithscrutiny
andaccountability,togetherwiththe
managementofpublicfunds,whilepay-
ingdueattentiontothedevelopmental
meritsoftheprojectsitfinances.Inline
withtheaimsandobjectivest hatwere
expressedbytheinternationalcommu-
nityintheUNMillenniumDevelopment
Goals,its upportst hoseprojects that
promiseappreciablesocial,e conomic
orenvironmentalbenefits.
Inparallel,aEUR 20mOCTInvestment
Facilityw assetupinaccordance withthe
Council Decision of27 November2 001
on theassociation ofOverseasCountries
andTerritories( OCTs) withtheEuropean
Communityw ithasimilaraim fort he20
OCTssituatedintheCaribbean,thePacific,
andthenorthandsouthAtlanticOceans
thatareeligibleforEuropeanCommunity
financialassistance.
BoththeACPa ndtheOCTInvestment
Facilities(IF)aresupplementedbyanenve-
lopeofup toEUR 1700 mandEUR 20m
respectivelyfromtheBank’sownresources.
Operationscarried out undert heBank’s
ownresourcesareultimatelycoveredbya
guarantee from theEUMemberStates.
TheCotonouAgreementwasconcluded
in June2000 fora20-yearp eriod, with
separateprotocolsdefiningtheaggregate
amountofCommunityaidtotheACP
Statesforeachsuccessivefinancialperiod.
Thesecondf inancialprotocol,c overing
theperiod2008-2013,wassignedinJune
2006ontheoccasionoftheACP-EUCoun-
cil ofMinisters in Port Moresby(Papua
NewGuinea). Itincludesanadditional
EUR 1.53bnallocation tobe managed
bytheEIB andsplitasfollows:
Reducing povertythrough astrongerp rivatesector
in theACPsandtheOCTs
¸ EUR1.1bnasasecondcapitalendow-
mentfort heACPInvestmentFacility;
¸ EUR 30masasecondc apitalendow-
mentfortheOCTInvestmentFacility;
¸ EUR400mforinterestratesubsidies,
ofwhichup to1 0%canbe used for
project-related technicalassistance.
Thiswillbesupplementedbyanappro-
priationofuptoEUR2bnandEUR30m
forownresourceslending in theACPs
andin theOCTsr espectivelyw hich,as
in thepast,will be covered byaspe-
cificguarantee from theEUMember
States.
Thenewfinancialprotocol will come
intoforce upon completion oftherati-
fication process oftherevised Cotonou
Agreement.InvestmentFacility–AnnualReport2006 4
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Operationalh ighlights for2 006
¸ 2006p roved tobe anexceptionalyearfort heIF withsigned commitments during theyeart otalling
EUR 570m,aleveln everachieved bytheBank in theACPregion underEDF resources,towhichshould
be added EUR 167 mundert heBank’s ownresources.
¸ Anumberofprojects forwhichcommitments weremade in theyears 2003-2005arenowentering into
activeimplementation,marked byani ncreasein disbursements,whichtotalled EUR 271mi n2006t oreach
acumulativetotalo fEUR 396mundert heIF.Disbursements on ownresourcesoperationsamounted to
EUR 86mi n2006andstoodatacumulativetotalo fEUR 106matt hee ndof2006.
¸ TheIF hasnowestablished astrong trackrecordofactivityw ithatotalo fapproved andsigned operations
amounting toEUR 1736 mandEUR 1398mrespectively,e quivalentt oapproximately85%and69%ofits
initialcapitalendowment.Thec urrentp ortfolio comprises7 6p rojects,ofwhich8areregional,therest cov-
ering 28ACPcountries. Commitments ofEUR 386mundert heownresourcesmandatehaveb eenm ade for
14 projects,ofwhich2areregional,andtherest cover8ACPcountries.
¸ Projects promoted bytheprivatesectoraccounted for81%oftheIF portfolio att hee ndof2006. Sectorally,
53% ofthec urrentIF portfolio targets financialservicesandsupportforSMEsand21%r elatest oi ndustrial
investments (including mining operations).Theother2 6% relatest obasicinfrastructure, covering energy,
water,transportandtelecommunicationsinvestments.
¸ TheEU-AfricaInfrastructureTrust Fundwaslaunched in thef ourthquarterof2006,withtheEIB asmanager.
Withani nitialEUR 60mcontribution from theEuropeanCommission,theFundisexpected tostartallocat-
ing fundst oprojects in Africain thef irst halfof2007.
¸ Theregionalo fficesinTshwane, NairobiandDakararenoww ell established andproving highlyv alu-
ablein raising theprofileoftheBank in East,West andSouthernAfrica,andc onsolidating theportfolio of
operationsin thoseregions.Theofficialo pening oftheBank’s newofficesin Fort-de-France andSydney,
scheduled forearly2007,will alsosignificantlycontributetoi mproving projectaccess andmaintaining an
on-going dialoguewiththeBank’s various stakeholders in theCaribbeanandPacificregions,whileatt he
sametimehelping too vercomethespecificproblemsofd istance andtime-zoned ifferentials.AnnualReport2006–InvestmentFacility 5
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Investmentconditionsin ACPCountries
C
ountriesinthedevelopingworldhavealwaysbeenparticularly
exposedtothevagariesofvolatilec apitalflows. Inrecentyears,
withtherecoveryofworldgrowth,privatec apitalflowstodeveloping
countrieshavebeenrisingsharply,recoveringfromtheirtroughin2001.
Alongsidenarrowinginterestratespreads,developingcountries
managedtosecuregrossfundingofUSD329bnin2005,upfrom
USD214bninthepreviousyear 1 .
In Sub-SaharanAfrica too,gross debt
flowsr osef rom USD9.8b ni n2004to
USD14.2bnin2005,accountingforaround
4.5%oftotaldebtflowst odeveloping
countries. NetFDI totheregion picked
up–toUSD17.6bnin2005.However,this
favourableregionalpicturemasksp oten-
tialbiasintermsofgeographicdistribution
andsize.FDIinflowstoSub-SaharanAfrica,
forexample,wereconcentratedinnatural
resource-abundantNigeria,SouthAfrica
andAngola.Moreover,although African
economiesarerelativelysmall,thesize
ofc ross-borderloansisdoublethatof
thosef lowing intoLatin Americaa ndthe
Caribbean.Finally,accordingtotheWorld
Bank,noSub-Saharanintermediary(apart
fromthosebasedinSouthAfrica)accessed
internationalbondmarketsin2002-2005 2 .
Thee vidence thus suggests thatp rivate
capitalflowstoSub-SaharanAfricatendto
behighlyskewedtowardslargeeconomies
and/orlargenaturalresource projects.
Whilethereshouldneverthelessbescope
fordevelopmentalimpact,thecurrentcom-
positionofcapitalflowstotheregioncould
leadtoresource misallocation andrising
developmentgapsbetweenresource-rich
andresource-poors ocieties.
Asr egardsofficialfinance,afterapro-
longed periodofd eclinein percapita
terms,since 2001o fficialdevelopment
finance (ODA)hasbeenrising again (see
chartp.7).Mostofthehigherlevelscanbe
attributedtodebtrelief.Indeed,tofurther
buttress theHIPCdebtr elief initiative, at
theG8GleneaglesSummitin July2005,
HeadsofStateagreed toi mmediately
writeoffalltheworld’s poorestcountries’
IMF,WorldBank andAfricanDevelop-
mentBankdebtsthroughtheMultilateral
DebtReliefInitiative(MDRI) 3 .Thoughthe
sizeofd ebtr elief variesfrom countryto
country,averagedebt-to-exportratiosare
expectedtofallto45%fromover140% 4 .
Debtreliefisexpectedtofreeupresources
fordevelopmentalspending in priority
areassuchaseducation,healthandinfra-
structureandtoo bviateunsustainable
debtlevels. Thee vidence withexisting
debtr elief,however,suggests thats uch
benefits cannotbe takenforgranted
ast heyrequirestrong governance and
publice xpenditurestandardsaswell as
prudentp ost-relief borrowing policies.
TheParisClubc reditors alsowroteoff
USD17bno fNigeria’s externaldebt,the
biggest singled ebtdealever.
Mirroring thereboundin privateand
officialinflows,economicgrowthinSub-
SaharanAfricapersisted atarelatively
1 SeeWorldBankGlobalDevelopmentFinance(2006)
2 Ibid
3 All HIPCcountriest hatr eachcompletion pointand2
non-HIPCcountriesareeligiblefor100%debtcancella-
tionundertheMDRI.ByOctober2006,17HIPCcountries
inSub-SaharanAfricahadqualified.
4 RegardingIMFdebtsforexample,Zambiaisexpected
tosaveresourcesworth7.9%ofGDP,whilethegainfor
Ethiopiaisworthlessthan1%.AnnualReport2006–InvestmentFacility 7
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high ratein 2005and2006,hovering
between5%and6%perannum.Condi-
tionshavebeenespeciallyfavourablefor
oil,metalandprecious stonee xporters,
suchasNigeria,Zambia,Namibiaor
Angola(seep.8/9).Oilexporters’GDPgrew
byanannualaverageofaround7%over
thepast twoyears.Incontrast,oil price
risesp ut pressureon currentaccount
deficits andactivityin oil-importing
countries.Theendofpreferentialaccess
todeveloped markets alsoaffected
manytextile-producing countries. Still,
incontrastwithpreviousdecades,better
macroeconomicpoliciesandasmaller
incidenceofpoliticalturmoilwereeffec-
tivec ounterweights.IntheCFAzone,
forexample, economiesgrewon aver-
ageb yaround4%p erannumi n2005-
2006,whileMozambiqueandEthiopia
bothrecorded growthi nexcess of7%
perannum.Growthi nSouthAfrica,the
largest economyin theregion (1/3 of
theregion’s GDP),isexpected tofall to
aroundits potentialrateof4%in 2006.
However,highlyliquidf inancialsystems,
notablyin theCFAzone, suggest that
thereareriskstomacroeconomicstability
ifstructuralreformsarenotaccelerated.
ManySub-SaharanAfricancountriescon-
tinuetorank att heb ottom oftheWorld
Bank“EaseofDoingBusiness”surveys(see
boxp.9).Nevertheless,progresshasbeen
madeinthelastfewyears:inGhana,pet-
rol price liberalisation advanced;Nigeria
increased capitalrequirements in the
banking systemtoencouragec onsoli-
dationandefficiency;Rwandaimproved
landtitling andlabour laws; andGabon
publisheditsfirstEITIreportontheman-
agementofoil revenuesfor2 004.
Inthe Caribbean ,e conomicgrowth
bouncedb acki n2005and2006t othe
orderof5-6%peryear.Affectedespecially
harshlybyhurricanesinrecentyears,the
region isgraduallymoving awayfrom
someofthetraditionali ndustriesp ar-
ticularlyexposedtoweathershocks(sugar
caneandbananas)(seep. 8/9).Activityin
thetourismsectorhas,however,remained
robust. IntheDominicanRepublic, one
ofthelargest economiesin theregion,
tourismi st hemain earneroff oreign
exchange,andoneofthelargestemploy-
ers.Aneconomicmainstayisalsoworkers’
remittances–mainlyfromtheestimated
1m illion Dominicansliving in theUS –
accountingforabout12%ofGDPin2004.
Theexternalaccountpositionsofmanyof
thec ountriesintheregionhaverecently
sufferedfromhighoilprices(thoughthe
feww ho arenaturalg asandoil produc-
ers,suchasTrinidadandTobago haveof
courseb enefited). Publicd ebtlevelsare
highandrising,reachingover90%ofGDP
in2005,upfrom70%inthemid1990s.A
largeportionofpublicsectordebtisheld
bylocalbankingsystems,raisingissuesof
systemicvulnerabilitiesanddiscouraging
effectiveintermediationofsavingstothe
privatesector.Morepositivehasbeenthe
CaribbeanSingleMarketandEconomy
agreement( CSME),on whichprogress
wasmadeduring2006withthelaunchof
thesinglemarketcomponent.Thisshould
boosttradeandinvestmentandpositively
affectt heregion’s growthpotential.
Inthe Pacificislands ,annualeconomic
growthi nthe2–6% rangewasr ecorded
acrosstheregionin2005,reflectingcon-
tributionsfrom aidf lows,c ommodity
exports( see p. 8/9),f ishing,remittances,
tourism,andtrust funds. However,the
geologicallychallenging environment
andthehigh cost ofd eveloping infra-
structureacross widelydispersed small
islandsishamperingtheefficientexploi-
tation ofnaturalresourcesandb roader
economicactivity.Dependence on for-
eignaid,mostlycomingfromAustralia,is
likelytoremaincrucialtosustainactivityin
themediumterm.Insomecountries(Fiji,
smallerPacificIslands) therisein global
oil priceshasbeenweighing on activity,
giventheimportance ofoil products for
airandseatransportationandpowergen-
eration.Moreover,theclothingindustryis
strugglingsincelosingguaranteedaccess
tomajormarkets.Sporadiccivilunrestand
politicaluncertaintyhasalsobeenacon-
strainingfactoronprivatesectoractivity
andf oreigni nvestmentin manyislands.
Thelatest coup d’étatdatesbacktoo nly
ForeignaidtoSub-SaharanAfrica*
Aidpercapita(currentUSD)rhs
Aid(%ofGNI)rhs
Debtforgivenesslhs
*DatafordebtforgivenessreferstoalldevelopingcountriesSource:WDI,OECDDAC
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December2 006,whenthemilitarytook
control oftheFiji islands. Finally,weak
enforcementoftencounterbalancest he
relativelybusiness-friendlyrulesandregu-
lationsofmanyPacificIslands.
Commoditymarkets
andACPcountries
Commoditiesrepresentimportantbusi-
ness andincomestreamsin manyACP
countries 5 .Yet,globaltrendsininflation-
adjustedcommoditypriceshavetended
tobe negative, (see chart),reflecting
technologicaladvancesandthestand-
ardisation ofproducts.Fors omef ood
commodities,domesticpriceprotection
mechanismsin industrialised countries
havealsoencouraged globalo versup-
plyandhence put downwardpressure
on internationalprices. Inrecentyears,
however,thestrong recoveryofworld
growth,c oupled withh ighlyelastic
demandfromnewlargeindustrialplay-
ers suchasChinaa ndsluggishsupply
haveliftedthepriceoffuelsandmetals.
Thelatest correction notwithstanding,
in September2 006oil priceswere5 0%
higherthanoneyearbefore.Metalscon-
tributed almost 90%t othec umulative
60%r eali ncreasein theIMF non-fuel
commodityprice indexsince 2002( see
chart) 6 .China’s growingconsumptionin
anumberofmetals–mostnotablylead,
zinc, nickelandtin –wasp articularly
high,oftenm orethanfullyaccounting
fort heglobali ncreasein demandin
thesec ommodities.
Othercommodityprices,notablyfoods,
experiencedlessofanupswing.In2002-
2005, beveragepricesr oseb y20%in
realterms; however,whencorrecting for
thee ffectoftheUS dollardepreciation,
therisewasonlyhalfthat. Thesemore
moderateprice developments canbe
explained byamoree lasticsupply,b ut
alsobythemoremuted effectofChina’s
Rawsugarp roduction cost ofsomeACPproducers –
average2000-2002
IMF non-fuelcommodityprice indexdeflated
bymanufacturing prices*
0
1969
20
40
60
80
100
120
140
160
1957=100
19571993 19812005
AgriculturalRawMaterials Food Metals
0
50
100
150
200
250
300
350
400
averageproductioncost
100=Referenceofcostsprevailingamong
world’s leadingfreemarketexporters
MalawiFiji GuyanaBelizeStKitts
andNevis
BarbadosJamaicaT rinidad
and
Tobago
Oil*Nigeria93
Angola94
Chad8 4
AluminiumGuinea36
Mozambique26
CocoaCôted ’Ivoire34
Coffee Burundi4 3
CopperZambia41
Cotton BurkinaFaso4 2
Benin 28
FishSeychelles3 0
Shareofc ommoditiesin exportsin aselected numberofACPs
(2000-2004,%)
Source:IMF
*2005data
Source:IMF
Source:WorldBankAnnualReport2006–InvestmentFacility 9
Africa•Caribbean•Pacific•Africa•Caribbean•Pacific•Africa•Caribbean•Pacific
industrialisation on demandf ort hese
commodities.
Developments in commoditymarkets
haveaffectedACPcountriesinanumber
ofways. Economicgrowthwasindeed
strongerin oil andmineralproducers
thanelsewhereandpicked up in 2002-
2006r elativetotheprevious four-year
period.Non-resource-intensivec oun-
triesalsorecorded strongergrowth.This
isnoteworthyconsidering theadverse
growtheffects oftheoil price shock 7 .In
contrast,activityin foodandnon-food
agricultureproducingeconomiesslowed
downslightly,partlyowing torepeated
drought-relatedpoorharvests.Regarding
pricedevelopments,oilandmetalproduc-
ers,despitenotableprogress,experienced
greaterdifficultiesincontrollinginflation-
arypressures. Oil producers recorded
averageinflation ratesofaround16%
in 2002-2006. Incontrast,non-resource-
intensivec ountriesmanaged tol ower
inflationbytwothirdsto6-7%.Inaddition,
despitemanycountries’attemptstomod-
eratethepracticeoftryingtocushionthe
effectofhigheroilpricesonretailprices,
oil price pass-through remainsaburden
on fiscalpositionsandprevents thee ffi-
cientallocationo fresources. InAngola,
forexample, fuelsubsidiesexceeded 3%
ofGDPin 2005.
Apart from macroeconomicd evelop-
ments,c hangesin trade policiesand
liberalisation alsoi mpacton commodity
markets.Preferentialaccess toEUa nd
US markets in cotton,sugarandb anana
exportsisbeing eroded formanyACP
countries,necessitatingadjustments
andthee limination ofinefficienciesin
productionprocesses 8 .Cost structures
in anumberofACPcountries,e specially
in theCaribbean,areparticularlyhigh
whencompared withthoseofthemajor
sugar-exporting countriess uchasBrazil
orAustralia(see chartp. 8) 9 .
Inreaction,St. Kitts &Nevishasr ecently
announcedplanstocloseitssugarindus-
tryandTrinidad&Tobago beganamajor
restructuring programmein 2003. Att he
sametime,inthemediumrun,theplanned
removalo fagriculturalproduction and
price support measuresin industrialised
countriesisestimatedtoraiseglobalprices
bybetween0.1%and35%on average,
dependingoncommodityandthedegree
ofliberalisation considered.Insugar,f or
example, therangeofe stimated price
changesliesbetween1 .1%and16%10 .
DoingbusinessinACP
countries
TheWorldBank“DoingBusiness”sur-
veyranks1 75countriesaccording
totheb usiness-friendliness oftheir
rulesandregulations.Thesurveynotes
thatt heACPcountriesweree ngaged
in manyreformsin 2005/2006. Asa
group,theACPsimproved theirr ank-
ing from 116thto112thplace out
of175,mainlythankst om easures
takentoeaseregulationsandreduce
theadministrativeb urdeni ncross-
bordert rade andtaxation.Individ-
ually,Ghanaa ndTanzaniaranked
among thetopt enreformers.Some
countries,f orexampleNamibia,the
Solomon IslandsandSamoa,record
betterbusiness settingst hanaverage
relationships betweenGNI percapita
andthecountry’s rankwouldsuggest.
However,manyACPscontinuetobe
plagued bybusiness-hostileregula-
tions:on ani ndividualbasis,alarge
numberofcountriesremainataround
the150thrankoutof175.
5 Roughlyonethirdofe conomiescanbe classified as
resource-intensive, i.e.withn aturalresource rents
accountingforover10%ofGDP.
6 See “Theb oom in non-fuelcommodityprices. Cani t
last?”,September2006IMFWorldEconomicOutlook.
7 Modelworksuggests thatt he2002-2005fuelprice
increaselowered GDPbybetween0.2 and1% across
nineoil-importingcountriesinSSA.SeeIMFRegionalEco-
nomicOutlook-Sub-SaharanAfrica,September2006.
8 TheMulti-FiberAgreementexpired in January2005,
providing fort hegradualdismantling ofthequotas
thatexistedundertheMFA.InthecontextoftheDoha
tradeliberalisationroundpressureisalsomountingto
reduce domesticsugarp ricesin ACPsande liminate
preferentialaccess.TheEUa ndUS paytwotothree
timesworldmarketpricesforimportsfromquotahold-
ers.EuropeanCommission proposals( 2005)s uggest
reducinginterventionsugarpricesby36%.
9 SeeDonaldMitchell“SugarintheCaribbean:Adjusting
toEroding Preferences”,WorldBank PolicyResearch
WorkingPaper,December2005.
10 IMF,op.cit.InvestmentFacility–AnnualReport2006 10
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Operationsin 2006
2
006provedtobeanexceptionalyearfortheIF,whichsucceededin
significantlyincreasingitslendingvolume,whilstmakingthemostof
itsflexibilityintermsofrisk-takingandofadiversifiedrangeoffinancial
instruments.
Signaturesu ndert heIF during theyear
totalledEUR570m,alevelneverachieved
bytheBank in theACPregion underEDF
funds,towhichshouldbeaddedEUR167m
undertheBank’sownresources(adetailed
list ofsigned operationsisp resented in
Annexes1and2).Projectimplementation
alsom ade goodprogress withm orethan
50%oftheIF finance contracts signed so
farbeingunderdisbursement.Anumberof
projectssignedintheyears2003-2005are
nowenteringintoactiveimplementation,
marked byani ncreasein disbursements
fromEUR99.8mandEUR127.3min2004
and2005respectivelytoEUR 271.2 mi n
2006fortheIFonly.Disbursementsonown
resourcesoperationst otalledEUR86min
2006,upfromEUR13.6min2005.
Thefinancialsectorisakeyfocusareaof
theCotonouAgreementandtheIF con-
tinued implementing its strategyin the
sector,f urthercontributing tothed evel-
opmentofACPfinancialmarkets,notably
bysupporting creditworthyinstitutions
ande nabling themtog rowin asustain-
ablemanner,aswellasbydevelopingnew
financialinstrumentssuitableforthelocal
marketsinquestion.
n The BanqueInternationaled’Investis-
sement( BII) isanewlycreated bank
in Mauritaniain whichtheIF acquired
a25%s harealongside Ballouheys.a.,a
Frenchgroupwithastrongpresencein
thec ountry.Itwasfounded in 2006t o
provide modernfinancialservicesand
bestpracticestothebankingsectorand
economicactors andwasmanaged by
ING underarenewable2-yearcontract
formanagements ervicesandtechni-
calassistance.TheIF’s initialexpecta-
tion,thatits equityinvestmentin a
greenfieldb ank wouldsendastrong
signaltodomesticandinternational
investors,wasvalidated whenSociété
GénéraleofFrance lateroffered tobuy
acontrolling stakein BII.Byy ear-end,
BII’s twoshareholders agreed tocede
control oftheb ank through apartial
saleoftheirshares.Thearrivalofalead-
inginternationalbank,Mauritania’s first
non-domesticbank,givesanewdimen-
siontothelocalbankingsectorandwill
benefitt hee conomyasawhole.
n Undert he PacificIslandsFinancing
FacilityII,fundshavebeenmadeavail-
abletotheDevelopmentBankofPalau,
following on from thesuccessfuluti-
lisation ofthef inancing provided to
DevelopmentBankofSamoaandTonga
DevelopmentBankunderasimilarfacil-
ity,signedinOctober2004.Bycombin-
ing aseriesoflinesofc reditu nderone
facility,theBank hasbeenabletog ain
significantefficienciesin theprocess-
ingandmonitoringofindividualloans,
andtoprovide substantiallyimproved
financeaccessforSMEsandmicro-sized
initiativesin thePacificregion.
n TheIF hasu ndertakenasecond DFCU
Leasing GlobalLoan(II) in Uganda,
following thesuccessfuli mplemen-
tation oftheprevious globall oano f
EUR 5mg ranted in 2004.Theloanwill
beinlocalcurrencyforthefinancingof
leasing transactions,ahighlysuitable
arrangementt osupport SMEsoperat-
ingintheagro-industry,fishing,mining,
manufacturing andtourismsectors,
andservicesr elated tothesesectors,
orp roviding healthcareande ducation
in Uganda.
n Followingthreeprevioussuccessfulcol-
laborations,theIFhasalsoestablisheda
loanguaranteefacilityforthe Caribbean
DevelopmentBank(CDB) tosupportits
Moving furthert owards
innovativef inancingAnnualReport2006–InvestmentFacility 11
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whichareamongstthebestperforming
banksinthec ountrywithawell-devel-
oped branchn etwork.Thisfacilityis
expected toh aveahigh development
impactandsupportst heintermediary
banks’strategicgoalofdevelopingtheir
SME portfolio,notablybyserving seg-
ments ofthemarketwhicharepoorly
provided for.
n The OldMutualMIDINAFund hasbeen
setupforthepurposeofprovidinglong-
termdebtfinance primarilyformunici-
palinfrastructuredevelopmentprojects
inNamibia.Eligibleinvestmentprojects
includetransportinfrastructure,power
supplyandd istribution projects,water
andwastewaterp rojects,telecommu-
nicationsinfrastructure, agricultural
projects,propertyinvestments and
communityprojectsinunderdeveloped
areas,lowcosthousingandprivatisation
ofGovernments ervices. TheFundis
managedbyOldMutualAssetManagers
(Namibia),partoftheOldMutualgroup
andthelargest assetmanagerin the
country.Asanewtypeofd ebtinstru-
ment,theoperation contributest othe
diversificationofthecountry’s financial
sector.TheIFisprovidingindirectfund-
ingthroughalong-term(15years)ZAR
denominated lineofc reditmade avail-
abletotheMIDINAFundpromoterand
main investor.
n TheIF hasalsoprovided aloanaimed
atsupportingthedevelopmentof First
BankofNigeria(FBN) ,oneofthecoun-
try’s largestbankswhichhasembarked
on afar-reachingm odernisation exer-
cise.Thankst oi ts uniqueposition and
following its planned mergerwith
Ecobank,FBN isgoing tobe alead-
ing actorin financialdeepening and
economicintegration in West Africa.It
will leverageits newregionaln etwork
toi mproveservicest ocommercialand
corporatecustomers.TheIFloanisgiv-
ingFBNaccesstoasourceofstablelong-
termfinancetoimplementitsstrategies.
Through theprovision oftierII capital,
theIF isalsocontributing asacatalyst
toi ncreasing thef lowofprivatesector
funding toFBN,andhence toadiversi-
fication ofits funding base.
n Undert he GhanaFinancialSector
GlobalLoanII,theBank isp roviding
loansfrom bothIF andownresources
toEcobankGhanaLtd.(EBG)andSociété
Générale–SSB(SG–SSB),respectively.
Thesecreditlinesintendtoprovideterm
finance foramounts ofup toEUR 5m
toforeigncurrency-earning corporate
clients in sectors suchasmanufactur-
lendingoperationsintheprivatesector
byestablishing arisksharing facility,
wherebytheBankwouldguaranteeup
to50%oftherisksonloansprincipallyto
theprivatesectororiginated andman-
agedbyCDB.Thefacilityshouldprovide
CDB withadditionalfinancialflexibility
tomeetitseconomicdevelopmentand
povertyreductionmandate,whilemain-
taining its financialsoundness.
n The RwandaGlobalLoanII:Private
SectorSupport consists ofthee stab-
lishmentofalineofc reditaimed at
financinglong-termloansineurosand
localcurrencyforinvestmentp rojects
inRwanda.FinalbeneficiariesareSMEs
andmicroenterprisesoperating in the
productiveandservicessectorseligible
undert heCotonouAgreement. The
fundshaveb eenm ade availableto
BanqueRwandaisedeDéveloppement
andBanqueCommercialed uRwanda,InvestmentFacility–AnnualReport2006 12
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ing,agro-processing andc ommercial
properties.Theintermediarybanksalso
plantousetheproceedsoftheloans
foronlending toSMEs,predominantly
in thee xport sector. Inaddition,apor-
tionoftheloantoEBGwillbeonlentto
viablesub-projects in theWest Africa
MonetaryZone(notably,Gambia,Sierra
Leone, Liberiaa ndGuinea)t hrough
Ecobank’s network.Theproposed
projectisexpected tom akeadirect
contributiontoprivatesectordevelop-
mentbyprovidingmuchneededforeign
currencytermfinance tosupplement
thec ountry’s lowforeigndirectinvest-
ments.TheEIB’s investmentwill help
deepenthelocalfinancialm arkets,
expandaccesstolong-termfundingfor
privatecompaniesinGhanaandactasa
catalyst in increasing capitalflowsinto
thec ountry.
n The BDEACPrêtGlobalIII isintended
tobolstert heactivityoftheBanque
deDéveloppementdesÉtatsd’Afrique
Centrale(BDEAC)in support ofpri-
vateenterprisesintheindustrial,agro-
industrial,mining andservice sectors
in theCentralAfricanEconomicand
MonetaryCommunity(CEMAC). The
operation isintended toh elpBDEAC
getbackonitsfeetfollowingthefinan-
cialdifficultiesencounteredduringthe
late1990sandearly2000swhenBDEAC
wasfacedwithani mpaired portfolio
andsignificantarrears on called capi-
tal.Theprovision ofalineofc reditfor
refinancingandafacilityforthepartial
guaranteeofloansgrantedbyBDEACin
itsregionofactivitywillenableBDEAC
tostepu pits lending andtodiversify
therisksin its portfolio.Itwill provide
BDEACwithl ong-termresourcesand
servetoi mprovethef inancialterms
offered tofinalbeneficiariesin atar-
getedmanner. Itrepresentsafirststep
towardst henecessarydiversification
ofBDEAC’s resourcesandwill actasa
catalystforotherlocalandinternational
sourcesoff inance.
n TheIF hasextended alineofc reditt o
theEast AfricanDevelopmentBank
(EADB)fort hef inancing ofloansand
leasing transactionst osupportprivate
enterprised evelopment–the EADB
RegionalFinance Facility .TheEADB,
majorityowned bytheMemberStates
oftheEastAfricanCommunity–Kenya,
Tanzania,Uganda–hasu ndertaken
vigorous reformm easuresr ecently,
allowing itt oembarko nanexpan-
sion plan,whichwill helpincreasethe
supplyoflong-termfinance in theEast
Africanfinancialmarkets.TheBank’s line
ofc reditp rovidesEADB withfundsfor
long-terml ending,pricedon market-
related terms,totheb enefitofsmaller
andmedium-sizedenterprisesgenerat-
ing foreignexchangeincome, aswell
asu tilitycompanies,whichwill avail
themselvesofafixed ratesource of
finance on termslongert hanusuali n
themarket.
Along thesamelines,theIF hasp ursued
itseffortsinthe microfinance sector that
started in early2000 underLomé.While
continuingtosupportalreadywell-known
institutions,theuseofnewinstruments
suchasguaranteesandequityallowsthe
Banktoreachasignificantlylargernumber
ofmicrofinance institutionswhich,d ue
totheirr elativelysmall size, couldnotbe
includedintraditionallinesofcredit.
n Followingfourfullyandsuccessfullyuti-
lisedlinesofcreditpreviouslyprovided
totheBancodeDesarrolloAdemiS.Ain
theDominicanRepublic, the ADEMI V
operationcombinesafacilitytofinance
SMEswithanadditionalequitypartici-
pation thatanticipatesAdemi’s capital
needsovert henextt woyears.The
creditlineoffersthepossibilityfordraw-
downsinbothUSDandinlocalcurrency,
therebyassisting Ademi in expanding
its servicest ol ocalexport-oriented
SMEst hatarein need off inancing in
USDwhileatt hesametimetargeting
smallercompaniesin vulnerableareasAnnualReport2006–InvestmentFacility 13
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andimprovingthedevelopmentimpact
oftheoperation.
n The Small EnterprisesGlobalLoan is
anotherexampleoftheIF’s supportto
thef inancialsectorin theDominican
Republic.Thec reditlineiscomple-
mented byanequityparticipation in
BancoADOPEM’s capital,tobe final-
ised in thenearfuture.Theobjec-
tiveist orepeatt hesuccessfulm odel
used in thesamec ountryw ithAdemi
bysupporting thetransformation of
anexperiencedmicrofinance NGO
intoaregulated bank.Through the
equityparticipation theIF will atan
earlystageprovide institutionaland
capitalsupport,whilethelineofcredit,
denominated in pesos,will be key
toi mproving andd iversifying Banco
ADOPEM’s sourcesoff inance.
n Access Microfinance Holding AG
(“Access Holding”) isamicrofinance
holding companyw hosekeyobjec-
tiveist odevelopfinanciali nstitutions
in low-incomec ountries,including
Mozambique, MadagascarandTanza-
nia.Tothiseffect,AccessHoldingaims
tobecomealeading commercialstra-
tegicinvestorfocusing on greenfield
ande arly-stagemicrofinance institu-
tions( MFIs). Alongside theIF equity
participation,theBank isp roviding a
grantfort echnicalassistance.Theini-
tialsubscriptionalsoincludesIFC,KfW,
LFSFinancialSystemsGmbH,aGerman
consulting firmdedicated tom icrofi-
nance and, MicroAssetsGbRaswellas
twoprivateinvestors,GrayGhostFund
LLCandOmidyar-Tufts Microfinance
Fund,illustratingthisoperation’s strong
demonstration effect.
n Business Partners LtdofSouthAfrica
(BPSA)hasbeeno perating in South
Africasince 1981andhasestablished
asolidtrackrecord.Inpartnership
AfriCapMicrofinanceFund
“Since its introduction in the1980s,themicrofinance industryin Africahasgrown
exponentially….Thepoorarenolongerdeemedunbankable.Thissectorhasestab-
lisheditselfasanindustryinitsownright,successfullymeetingadoublebottomline
usingcommercialtoolstoprovideeconomicandsocialdividends.”W.Diouf,Manag-
ingPartnerofAfriCapMicrofinanceFund.
Through Lomériskcapitalfunds,theBank isoneofthelargest founding investors
intheAfriCapMicrofinance Fund, aU SD14mprivateequityinvestmentfunddedi-
cated tom icrofinance in Africa.Otherco-founders ofthef undareDFIs,including
IFC,FMOa ndtheBelgianBIOa swell asmicrofinance NGOs,including Acción and
Calmeadow.
AfriCapinvestsintheformofequityandquasi-equityinstrumentswhilealsoprovid-
ingmanagementadvice,governanceandtechnicalassistance.Sinceitsinceptionin
2001,AfriCaphasrapidlybuiltastrongdeal-flowthroughoutanumberofcountries:
Ghana,Kenya,Madagascar,Mauritius,Mozambique,Nigeria,Senegal,SierraLeone,
TanzaniaandUganda.In2005/06,theFundpartiallyexiteditsinvestmentsinEquity
BankLtd(EBL,Kenya),whichwassubsequentlylistedontheNairobiStockExchange,
therebybecomingthesecondMFIworldwidetobelistedonapublicexchange.AfriCap
alsosolditsstakeinFirstAlliedSavingsandLoan(FASL,Ghana). Bothexitsgenerated
comfortablereturnsthatwerelargelyreinvestedinthefund.
Inrecognition ofits successfuli nvestmentin andpartialexitfrom EBL,AfriCapwas
grantedthe2006Africainvestorawardfor“VentureCapitalDealoftheYear”.Thanks
toi ts achievements,AfriCaps houldb eabletoraisef undsforanewlargervehicle
(AfriCapII)withcurrentaswellasnewinvestorsincludingAfricanones.
EquityBankLtd,KenyanowlistedontheNairobiStockExchangeInvestmentFacility–AnnualReport2006 14
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withIFC,itiss eeking toexpandits
business internationallyv iaBusiness
Partners International(BPI),anew,
wholly-owned subsidiary.Itisenvis-
agedthatBPIwillmanageanumberof
fundsinAfrica,includingthe BPIMada-
gascarSME Fund ,aimed atp rovid-
ing equityandquasi-equityfinance to
SMEsinMadagascarandthe BPIKenya
SMEfund ,makingsmallinvestmentsin
youngKenyanSMEsoperatingacrossa
rangeofsectors,withaspecificfocuson
theb usinessesatt helowerendofthe
SMEspectrum.InMadagascar,thefund-
ing will be complemented bybusiness
servicesprovided,undertheoversightof
thepromoter,bylocalandinternational
consultantsandmentors.InKenya,itwill
makeuseofinvestmentinstruments
developed byBPSAfort heSME sector,
whichemploysp rimarilyquasi-equity
andd ebts tructures. Inbothcountries,
thecombinationofequity,quasi-equity
andd ebtinstruments provided bythe
IF offers amoreinnovativeandf lexible
rangeofrisk-bearing instruments to
thosec ompanieswhicho ftenexperi-
encealackofaccesstofundingadapted
totheirs pecificneeds.
n TheIFisparticipatinginthesecondclos-
ingof InvestisseuretPartenairepourle
Développement(I&P) ,aregionalhold-
ingcompanyestablishedbywell-known
privatee quityinvestors andd edicated
toi nvesting in SMEsandmicrofinance
institutions. Theprimarygeographical
focus ofd irectinvestments ison West
Africa.I&Pisauniqueinvestmentcom-
pany,since itisp rimarilysupported by
privateinvestorsandistargetingsmaller
SMEs,whichareusuallyneglected by
traditionalprivatee quityfundsdueto
theirr elativelysmall size.TheIF invest-
ment,alongside thatofPROPARCO,is
criticaltosupport thed evelopment
ofpublic-privatepartnerships in this
areatraditionallydominated bypublic
investors.Itwill bring thec ompanyto
asustainablelevelofcapitalisationand
helpitr ealiseagrowing deal-flow.
TheBankremainsakeyplayerinsupport-
ing theprovision ofb asicinfrastructure,
whichi st heb asisforeconomicgrowth
andaprerequisiteforprivateinvestment.
In2006,atotalofEUR145.5m,equivalent
to25.5%ofIFsignatures,wascommitted
forfourprojectsintheenergyandwater
andwastewatersectors.
n The AménagementHydroélectrique
deFelou projectconcernsa60MWrun-
of-river(withoutreservoir)hydropower
plantclosetothetowno fKayes,Mali,
implemented asp art ofthee nergy
strategyoftheOrganisationdeMiseen
ValeurduFleuveSénégal–OMVS(Sen-
egalRiverDevelopmentOrganisation)
tosupplyMali,MauritaniaandSenegal.
TheIF’s loanwillsupplementcontribu-
tionsfrom theWorldBank (IDA)and
from theOMVS’s ownresources. The
projectcontributestomeetinggrowing
electricitydemandandtothereliability
ofpowersupplyinthethreecountries
through theuseofrenewablee nergy.
Itconstitutest heleast-cost solution
foradditionalpowers upplyin the
region,andhelps deferinvestmentin
thermalpowergeneration capacity.
Once operational,theprojectwill also
displace somethermalg eneration,
therebyallowingforfuelconsumption
savingsandavoidanceofatmospheric
andGHG emissions.Thisp rojectist he
first potentialbeneficiaryoftheTrust
Fundin support ofinfrastructurein
Africa.
n Withthe AES-SONEL ElectricitySup-
ply project,theIF isextending aloan
totheprivatised integrated national
electricitysupplyutilityofCameroon,
theformerSociétéNationaled’Electricité
(SONEL),tofinancetherehabilitationof
thermalandhydro-generationfacilities,
erectionandupgradingoftransmission
linesandHVstationsandupgrading
ande xtension ofd istribution facilities
across thec ountry.Thef inancing plan
ofAESSonel’s post-privatisationinvest-
mentp rogrammeprovidesforEIB and
IFC (coordinatorofthelenders) financ-
ing ofEUR 135m,togethert helargest
portion ofasyndicatealsoi ncluding
theAfDB,theBDEAC,DEG,theEmerg-
ingAfricaInfrastructureFund,FMOand
Proparco.Theprojectisexpected toAnnualReport2006–InvestmentFacility 15
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TheLumwanaCopperprojectinZambia
Theprojectconcernst hed evelopmentofanew,large-scalec opperminewith
twoo penpits,acopperoreprocessing plantandrelated infrastructurenear
LumwanaintheNorth-WesternProvinceofZambia.Itisanattractiveprojectfor
ZambiaasitopensupfurtherdevelopmentoftheremoteNorth-Westernarea
(the“NewCopperbelt”). Theprojectwill bring valuetoani ndigenous natural
resource,increaseZambia’s exportrevenues,andgeneratefiscalincomeforthe
countrythroughminingroyaltiesandcorporatetaxes.Onthegrounditwillcre-
ate1150directpermanentjobs(andmanymoreindirectjobs),andthroughthe
trainingoflocalemployeeswillcontributetothedevelopmentofthelocalskills
base.Withregardtoenvironmentalissues,anindependentEIA,compliantwith
EUDirective97/11,hasbeencarried out withpublicc onsultation.Theproject
incorporatesbestindustrypracticeandcomplieswiththeBank’senvironmental
statementandEUstandards.
ThepromoteroftheprojectisEquinoxMineralsLimited,whichatthetimewhen
theBankfirstbecameinvolvedintheprojectwasasmallexplorationcompany
basedinPerth,WesternAustralia.Oneofthechallengesoftheprojectfromthe
startwashowtoenableEquinoxtofindthefinancingtocarryoutthebankable
feasibilitystudyandthentoraisethelargeamounts ofc apitalfort heinvest-
mentp rojectitself.TheBank provided initialassistance byfunding 50%ofthe
costsofthefeasibilitystudy(EUR14m),ontermswhichwouldmeanwrite-off
ifthestudywerenegativebutupsidereturnsifthestudyresultedinasuccessful
project(whichprovedtobethecase).Secondly,fortheinvestmentprojectitself
(costing,in thee nd, EUR 730m)t heBank supported Equinoxw itharangeof
instruments:asubordinatedloan(withequityfeatures)ofUSD50mtoenhance
thec apitalbaseandtherebymakeitp ossiblef orEquinoxtoborrowsufficient
seniordebton asoundf inancing basis,aseniorloanfrom InvestmentFacility
resourcesofUSD20mtoparticipatedirectlyinthelendinggroup,andfinallya
seniorloanfromtheBank’s ownresourcesofUSD20mtogetherwithKfW-IPEX
BankofGermanyinaschemewherebyKfWguaranteedthecommercialriskon
theloanandtheBankassumedthepoliticalriskonZambia.
Thist ypeoff inancing –notablyon arisk-bearing basis–whichtheBank can
offeru ndert heCotonouAgreementisideallysuited tosmall ormid-capcom-
panieswhichneedassistancetowardsmobilisingthenecessaryscaleoffunding
forcapitali nvestmentp rojects,andtheBank hasdeployed thisinstrumentin
anumberofc asesin theAfricanm ining sector. TheLumwanaprojecthast he
ingredients tobecomeamajors uccess forZambia,andonec ansayw ithcon-
fidence thatitwouldnothaveb eenpossiblewithout theassistance from the
Bank.Theprojectr eceived theawardof“Mining ProjectoftheYear” for2 006
byProjectFinancemagazine.InvestmentFacility–AnnualReport2006 16
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provide increased powers upplyandto
preventloadshedding,toallowfort he
connection of5 00 00 newcustomers
everyyearandtomeettheincremental
demandfromindustrialandcommercial
customers,e nabling themtoi ncrease
theirp roduction andc reatee mploy-
ment.Overall,itwillgeneratesignificant
economicbenefits,includingimproved
efficiency,increased systemreliability
andqualityofsupply,increased access
toelectricity,reducedrisko fpotential
accidentsduetooverloadedequipment
andexposeddistributionlines,reduced
operation andmaintenance costs,and
asignificantr eduction oftechnicaland
commerciall osses.
Despitethefocusonfinancialservicesand
infrastructure,theBankremainsrespon-
sivetoo pportunitiesin others ectors
whenevert heseareidentified,notably
in theindustry,mining andservicess ec-
tors,whichcontinued too fferanumber
ofpotentiali nvestments promoted by
privatesectoroperators.There, theIF
isp roviding investors withl ong-term
financialresourceseithernotavailable
locallyatall,oratleast notavailableon
termss uitabletoensurethesustainabil-
ityoftheirp rojects,whileoftenh aving
astrong catalytice ffectt oattractother
sourcesoffunding.
n InMozambique, the EcocimentoFibre
Cement projectentailsthetechnological
conversion ofaconstruction materials
plantfrom asbestosfibrec ementt o
cleanfibrec ementnearBeira,on the
centralcoastofMozambique.Alongside
short andlong-termfunding byBanco
ComercialedeInvestimentosFomento
(BCIF),alocalbank andthepromoter’s
ownresources,theIF isp roviding a
subsidised loanthatconcentrateson
thee nvironmentaldecontamination
andenvironmentalupgradeofthesite.
Besidesitsstrongenvironmentalquali-
ties,theprojectentailssignificantsocial
benefits; itwill helpt om aintain over
250employeesandtheirfamiliesin a
housing complexthatincludess ocial,
educationalandhealthservicesand
alsoencompassest hesetting-up ofa
healthfundreserveaccount,fundedby
thepromoterandwhichwillbeusedto
coverasbestosoriginateddiseasesand
possiblec asualties.
n The KolombangaraForestryProject
comprisest herehabilitationo fapoor
qualitytropicalh ardwoodplantation
andthereplacementofageingforestry
equipmentonthisislandintheWestern
Province oftheSolomonIslands. Italso
supportscommunity-based sustain-
ablemanagementofnaturalforests
aimed atdevelopingbest harvesting
andmarketingpractices,whilec ontri-
butingtoj obc reationi naremoterural
areaoftheislands. TheIF loani sp art
ofalargerfinancialsupport package,
whichi nvolvesacapitali njectionbya
newmajorityshareholder,theTropical
TimberFund(TTF),anAustralian-based
investmentfund, andEuropeanCom-
missionStabex98grantfinancingallo-
cated undert heImplementationProto-
col fort heSolomonIslandst ofundthe
replantingo f37 50hectaresoff ailed
(Gmelina)p lantationswithaspecies
betters uited tothesite(Eucalyptus).
n In2006,theIFsignedtheseniorloanpart
ofthefinancialpackagesupportingthe
construction oftheClubMéditerranée
AlbionResortMauritius,complement-
ingtheequityparticipationundertaken
in 2005.Theprojectisalreadyproving
tobe ofgreateconomicb enefit,tour-
ismbeing amajordriving force in the
country,andclearlypromotesgrowthin
theprivatesectorin areaswhereMau-
ritius hascompetitiveadvantages. The
loani sp rovided alongside equityfromAnnualReport2006–InvestmentFacility 17
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Developmentimpactandvalue
addedofinvestmentloansin
ACPcountries
InMarch2005,theIFCommitteeandthe
Bank’s BoardofDirectors approved the
establishmentofaDevelopmentImpact
AssessmentFrameworkforinvestment
loansu ndert heIF.Theadoption ofthis
frameworkenablest heBank tobetter
highlightabroaderr angeofimpacts,
notablyinthesocialarea,whenassessing
agivenproject’squalityandsoundness.
Theapplication ofDIAF on apilotbasis
overaperiodofmorethanayearhascon-
firmed theb enefits ofamoresystematic
approachtothesocial,e nvironmental
andd evelopmentalm erits ofprojects.
ImplementationofDIAFhasledtoabet-
terinsightintothee xpected impacts
ofprojects andiss eenasasignificant
improvementoverp ast practice,likely
toi mproveprojectassessmentt hrough-
out theprojectcyclef rom appraisalto
ex-post evaluation andtoo ffergreater
visibility.Following thisinitialphaseof
developmentandtesting,theBank has
decidedtomergethedevelopmentimpact
assessmentandvalueadded framework
applicabletoalltheBank’slendingopera-
tionsintoasinglef rameworkfordirect
ACPoperations,therebyreinforcing the
consistencyofvalue-added assessment
acrosstheBank’s operations.InvestmentFacility–AnnualReport2006 18
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AnewerafortheEIB’s involvementinACPW ater
andSanitation
TheBank wascloselyinvolved in thec onceptualdesign oftheEU
WaterFacility,whichwasestablished bytheACP-EUCouncil of
MinistersinMay2004andisdirectedtowardstheachievementof
theMillenniumDevelopmentGoal(MDG)targetsinthewatersec-
tor. TheFacilityamounts toEUR 500 mandhasbeendeveloped
toprovide funding tosupportandreinforce sustainableactivities
andprogrammesin thewaters ector. Managed bytheEuropean
Commission,theFacilityisintended tobe acatalyst promoting
initiatives,developingprojectsandbuildingmanagementcapacity
intheACPcountries. Asreportedinthe2005IFAnnualReport,about
EUR70moutofthefirsttrancheoftheWaterFacilitywasawarded
tofiveproposalss upported bytheEIB regarding four projects,
includingtheMaputoWaterSupplyinMozambiqueandtheSmall
TownWaterandSanitation Programmein Ethiopiapresented in
moredetailbelow,andaProjectPreparationFacility(PPF)forACP
waterandsanitationprojectstobeco-fundedbytheBank.Signa-
tureoftheJiramaWaterIIproject,whichconsistsofreinforcingand
extendingthebasicwatersupplysystemsofMadagascar’scapital,
isduetotakeplacein2007.IntheSecondCalloftheWaterFacility
2006,fouradditionalproposalssupportedbytheBankforprojects
in Malawi,Lesotho,Benin andSenegalwereapproved undert he
secondtrancheforatotalgrantofEUR42m.
TheEUR 3mPPF,whichi smanaged bytheBank,isdesigned to
finance thepreparation ofACPcountries’ waterandsanitation
projectsthathelptoachievetheMDGs,supporttheimplementation
ofPovertyReductionStrategyPapers(PRSPs)andmeettheeligibility
requirementsoftheEUWaterFacilityandofothersourcesofgrant
financing.Furthermore,thePPFaimstofacilitatethecoordination
andc ooperation ofrelevants takeholders,including donors,f rom
thee arlypreparation stages. Overall,projects supported bythe
PPFaim toaddress theneedsofurbanandperi-urbanpoorareas
throughappropriatedeliverymodelsandthroughtheuseofsuitable
financinginstruments,includingsub-sovereignlending.
Thee ncouraging results achieved sofarheraldanewerain the
Bank’s involvementin theACPwaters ector,c haracterised by
(i)improvedprojectpreparation,(ii)innovativeprojectdesignand
implementation,(iii)increasedlendingvolumesand(iv)systematic
blendingofEIB/IFloanswithgrants.AnnualReport2006–InvestmentFacility 19
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¸ TheMaputoWaterSupplyprojectin Mozambiquewill
improveandexpandthewatersupplyservicesfortheGreater
MaputoMetropolitanarea,withapopulationof1.7million
inhabitantsofwhich48%liveinabsolutepovertyandonly
40%haveaccess tosafe drinking water. Theprojectbuilds
on earliers ectorr eformsandb ringst ogethert henational
wateragencyFIPAG –Fundode InvestimentoePatrimónio
doAbastecimentode Água,asp romoter,theMozambican
Government,alongwithagroupofDFIs:theEIB,throughthe
IF,theEU-ACPWaterFacility,FMOandtheAFD.Day-to-day
managementoftheprojectiscontractedtoaprivatesector
operator,AguasdeMoçambique, andwaterdistributionin
thepoorest peri-urbanareaswill be entrusted toselected
Community-based Organisations( CBOs) andNGOs. The
innovativef inancing structureput in place fort heproject,
withamixofgrantsandtheEIBsubsidisedloan,waspara-
mountfort heproject’sfinancialsustainabilityandplaysa
keyrolein ensuring thef uturesustainabilityofthewater
sectorinMozambique.Thepositivesocio-economicaspects
resultfromtheimprovementofsupplytothecurrentlyserved
populationanditsextensiontoareasnotalreadyserved.To
ensurethatsocio-economicbenefitsmaterialise,theproject
focuseson meeting thepopulations’ needs,withrespectt o
(i)affordabilityofservices,and(ii)t hee ncouragementof
participatorymanagementstructures,especiallyforshared
watersupplyservices(standpipes),strengtheningthesense
ofownershipinlocalcommunities. Thisisaflagshipproject,
whosegeneralprinciplesandkeyfeaturesareb eing repli-
cated in otherACPcountries,afterappropriatetailoring to
thelocalcontext.
¸ TheSmallTownWaterandSanitationProgrammeprojectaims
toimprovebasicurbanwatersupplyandsanitationservicesfor
some500000peopleresidingin15medium-sizedtownsacross
Ethiopia.Theprojectwillbeimplementedwithinthecontextof
awatersectordevelopmentstrategyagreedbetweentheWorld
BankandtheGovernmentofEthiopia.WorldBank/IDAsupport
isconcentratedonafirstgroupof25townsandmorerecently
onruralandsmallurbancentres,wheremorethan70%ofthe
Ethiopianpopulationreside.Theproject,whichisalsosupported
through theEU-ACPW aterFacility,c omplements theWorld
Bank interventions. Bysignificantlyincreasing theproportion
ofthepopulationwithaccesstodrinkingwater,theprojectwill
helpreducetheriskofwaterbornediseasesandwillcontribute
topovertyalleviation.TheEIB hasadded valuetotheproject
atvariousstagesoftheapplicationprocedureforgrantassist-
ancefromtheEU-ACPW aterFacilitybystructuringtheproject
anddevelopinganinnovativemicro-creditapproachtofinance
householdc onnections. Thec ombination ofanIF subsidised
loanwiththeECgrantwillhelpthepromotertoinvestwithout
impairing Ethiopia’s debts ustainabilityasaHIPCcountry.It
willalsoenablenewinvestmentsinfavourofverybasicwater
supplyandsanitationserviceswhilstmaintainingtheincrease
oftariffsatalevelaffordabletothepopulation.
MaputoWaterSupplyproject,
MozambiqueJiramaW aterII,MadagascarJiramaW aterII,MadagascarInvestmentFacility–AnnualReport2006 20
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Proparco,usefullycomplementinglocal
funding,whichremainsconstrainedby
limited long-termresources.
n InBelize,theIFisfinancingtheestablish-
mentandoperation of AstrumTravel
HelicopterServices ,whichwill con-
tributetostrengtheningtourisminthis
smallcountry,characterisedbypoverty
andlimitedtransportinfrastructurebut
whichi sjust beginning toexploitits
tourismpotential.TheIF loanprovides
appropriatetermfinance forthisstart–
up operation in amarketwithadearth
ofsuitablefinancingandaccordinglyis
expected tofacilitatethec autious but
potentiallyquiterapidgrowtho fthis
entrepreneurialventure.Helicopter
flights will reduce traveltimest otour-
ist attractionsbyasmuchas7 5%. Fur-
thermore, thehelicopters will improve
SearchandRescue(SAR)infrastructure
andmedicalsupporttopeoplelivingin
remoteareas.
n The KouilouMagnesiumPhaseI oper-
ation concernst hee xecution ofthe
remaining bankablef easibilitystudies,
includingdevelopmentworksandEnvi-
ronmentalandSocialImpactAssess-
ments,necessarytoreachfinancialclose
forthedevelopmentoftheKouilouMag-
nesiumDepositandassociatedproduc-
tion plants in thePointeNoireregion of
theRepublicofCongo (Brazzaville).The
outcomeofthestudiess houlde nable
thepromoter,MagIndustriesCorp,a
Canadian-based resource development
andindustrialm aterialscompany,to
proceed withthee stablishmentofnew
mining,processing andpowers upply
facilitiesdesigned toproduce magne-
siumandpotashforworldwidemarkets.
Thesefacilitieswouldbeoneofthemajor
industriali nvestments in apost-conflict
countrythatiss lowlyattracting inflows
ofFDI.TheIF support fort heproject,
withveryflexibletermsandc onditions
TheBank’s ownresources
In2006,theBanksupportedanumberofoperationsunderitsownresourcesman-
datewithcommitments fort heyeart otalling EUR 167 m.Besidest heLumwana
CopperprojectinZambiaandtheGhanaFinancialSectorGlobalLoanIIdescribed
above,whichbothfeaturedacombinationofownresourcesandIFfunding,three
projects benefited from ownresourceslending:
¸ TheFiji Powerp rojectwill increaseFiji’s powergeneration capacityand
reduce fuelcosts byreplacing oil-fired powerwithanewrun-of-the-river
hydropowerp lant. Theprojectcomprisesabuild, ownandoperate38MW
hydropowerplantandispartofalargerinvestmentplanco-financedwiththe
ADBandtheWorldBank(WB),eachofthemofferingconcessionalfeaturesin
thef ormoftechnicalassistance andcarboncreditsupportrespectively.The
long maturityandthec ost-effectivetermsoftheBank loanarevitalfort he
developmentofnewgeneration capacityw hiletheBank’s support byw ay
ofani nterest ratesubsidyattached totheloan,isalsoviewed asimportant
toh elpdeliverelectricityats ustainablepricest oend-consumers.
¸ TheWest AfricanGasPipeline(WAGP)p rojectconsists ofapipelinesystem
(678kmlong)thatwilltransportnaturalgasfromNigeriatoGhana,Togoand
Benin,primarilyforp owergeneration,b ut eventuallyforotheru sesaswell.
VoltaR iverAuthority(VRA),thestate-owned ElectricityCompanyofGhana
willinitiallybetheprincipalbuyerofthegas.Theprojectwillbringsignificant
benefitsintermsofreducedgreenhousegasemissionsinGhana,Beninand
Togo,wherenaturalg ast ransported bytheprojectwill replace liquidf uels.
Its cost isfinancedthrough directequityandloanst otheWest AfricanGas
PipelineCompany(WAPCo),anewlyformedcompanywhichisincorporatedin
Bermuda,fromitsshareholders(ChevronTexaco,NigerianNationalPetroleum
Corporation,Shell Oil Company,TakoradiPowerCompany,awholly-owned
subsidiaryofVRA,BengazandSotogaz). WAPCosecured guaranteesfrom
IDAandMIGA beforethestartofthepipelinec onstruction andwill operate
theWAGPfrommid-2007onwards.TheEIBloanofEUR75mwillenablethe
GovernmentofGhanatorefinance its participation in theWAGPthrough
TakoradiPowerCompanyLtd(TAPCo)withsufficientlong-termresources.
FMOsimilarlyprovidedanamountofUSD36mtoBengazandSotogaz,the
gascompaniesenabling Benin andTogo toconnectt otheWAGP.
¸ FollowingthreeprevioussuccessfuloperationswiththeBarbadosLightand
PowerCompanyLimited (BLPC),themajorityprivately-owned poweru tility
ofBarbados,theBankisprovidingaseniorloanwithinterestratesubsidyto
BLPCfort hef inancing oftheBLPCWindPowerp roject. Theproject,which
iss upported bytheGovernmentofBarbados,c oncernst hec onstruction of
a9.4MWewindf armtobe located on thenortheast coast ofBarbados. By
virtueofsubstitutingfossilfuelpowergenerationandtherebycontributingAnnualReport2006–InvestmentFacility 21
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EUR m 20032 00420052006Cumulative
Approvals 43.14 7.3 170217.2 477.6
Signatures 6.162.2 150.91 67.2 386.4
Disbursements -6.7 13.6 86 106.3
toareductioninatmosphericemissions,thewindfarmprojectiseligibleunder
theBank’s ClimateChangeFinancing Facility,whichprovidesformoref lexible
financialtermsandc onditions. Winde nergyisoneoftheimportantp otential
renewableenergyresources,andcouldprovideupto10%oftheisland’s energy
needs. Thisp rojectwill be thef irst renewablee nergyprojectfinancedb ythe
Bank notonlyin Barbadoswhereitmakesani mportantcontribution theGov-
ernment’sambitious targetofmeeting 40%oftheisland’s energyneedswith
renewablesourcesby2025, but alsoi nthewiderCaribbeanregion whereitis
expected toh aveasignificantcatalytice ffect.
Yearlyandcumulativeapprovals,signaturesanddisbursementsunderownresources
in theACPsarepresented in thetableb elow:InvestmentFacility–AnnualReport2006 22
Africa•Caribbean•Pacific•Africa•Caribbean•Pacific•Africa•Caribbean•Pacific
InaugurationceremonyoftheBanqueInternationaled’InvestissementinMauritania
adapted totheprofileoftheoperation,
providesapositivesignaltotheinterna-
tionalfinancingcommunityandshould
be acatalyst forfurtherFDI.
Equityinstrumentsremainanimportant
financing instrumentforACPcountries
inallmajorsectorsofactivity.Participa-
tion in investmentfundsalsoallowst he
Banktoenlargetherangeofinvestments
–notablytowardssmallerinvestmentsize
–thatitsupportsbychannellingfunding
sourcest hrough appropriateinterme-
diaries. Alongside its newinvestments
in Mauritania’s BanqueInternationale
d’Investissementandthevarious micro-
finance MFIsmentioned above, theIF
participated in thec losing ofthef ollow-
ingfunds:
n EMPAfricaFundII(“AfricaFundII”)isthe
largest privatee quityfundin Africaa nd
thesuccessortoAIGAfricanInfrastructure
Fund(“AfricaFundI”),in whichtheBank
participatedundertheformerLoméIVbis
Convention,alongsideanumberofEDFIs
(Proparco,Swedfund,Finnfund,Norfund,
Seco,andNordicDevelopmentFund)as
well ast heIFC,AfDB andDBSAamong
others.AfricaFundIhastargetedprojects
in infrastructure, naturalresourcesand
agribusinessesin thec ontinent’s“ best
performing”countriest odemonstrate
tointernationalinvestorsandbusinesses
thatAfricacanoffersimilar-riskadjusted
ratesofreturntothosein otherp artsof
theworld.Ithasbuiltupadiversifiedpipe-
lineofattractiveinvestmentopportuni-
tiesandsuccessfullyachievedtheclosing
of15transactions.Thenewfund, which
alsobenefits from thestrong support
ofDFIs,seekst osupport privateAfrican
companiesin sectors withl owv olatility,
whicharec urrentorp otentialm arket
leaders,haverobust business plansand
aremanagedbyreputablemanagement
teams. Theaccess toequityfundswill
particularlyencourageprivateinitiativein
infrastructureandservice-relatedinvest-
ments,thedevelopmentoflocalfinancial
markets,andtheimprovementofthe
corporategovernance ofinvestee com-
panies. AfricaFundII will playavaluable
rolenotonlyinpromotingprivatesector
growth,c reating newjobsandimprov-
ing thegeneraleconomicsituation in
Africabyraising finance forimportant
infrastructureandotherinvestments,
but alsobyhighlighting toi nvestors the
opportunitiestheAfricancontinentoffers
forinvestment.
n The KulaFundII ist hesecondf und
raised in thePacificb ytheAureos
Group,e stablished fort hepurpose
ofmaking equityandquasi-equity
investmentsinsmallandmedium-sized
enterprisesoperatingintheregion.The
Bank isinvesting in thef undthrough
theIF alongside CDC Group,ADB,ANZ
andinstitutionali nvestors from Papua
NewGuineaa ndFiji.Access toequity
funding,whichputs less constrainton
companies’cashflows,will encourage
privateinitiativesinawiderangeofsec-
tors andalargevarietyofc ountriesin
thePacificregion.Thedevelopmentof
SMEs,whichwillbenefitfromthefund
activities,isconsidered tobe oneof
thekeyst othesustained employment
growthi nthePacificandtorepresent
amajorcontribution tobothpoverty
reduction andtheb uilding ofstable
democraticsocieties.
n Finally,the EDFI EuropeanFinancing
PartnersII(Regional–ACP) followsthe
IF’s first contribution ofup toEUR 90m
alreadycommittedundertheEuropean
FinancingPartners(EFPI)initiative.Under
theEFPagreement(theagreementestab-
lishingtheset-upofthisvehicletogether
withtheEDFIs),resourcesaremade
availablefromtheIFandtheEDFIinstitu-
tions( AWS,BIO,CDC,Cofides,Corvinus,
DEG,FINNFUND,FMO,IFU-IØ,Norfund,
PROPARCO,SBI-BMI,SIFEM,SIMEST and
Swedfund)t oco-finance operationsin
ACPcountries( see boxp. 32). All opera-
tionssubmittedforfinancingmustmeet
thec riteriasetout in theoperational
guidelinesoftheIF aswell ast heBank’s
environmentalg uidelines.AnnualReport2006–InvestmentFacility 23
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Outlook for2 007
ThefirstfinancialprotocoloftheCotonou
Agreementisduetoexpireatt hee ndof
2007.Providedtheratificationprocessfor
therevisedCotonouAgreementhasbeen
completed,thesecondfinancialprotocol
will enterintoforce att hee arliest on
1January2008.Hence,withonlyjustover
EUR 300 mavailablef ornewapprovals,
theBankwillnotbeinapositiontoreport
furthergrowthi ntheIF lending volume
in2007asreflowsonoutstandinginvest-
ments will notyethavereached alevel
thatallowss ignificantr einvestments in
newprojects.Thef ocus will thereforeb e
onimproving(i)theratioofcommitments
toapprovalss ofar,and(ii)t hed isburse-
mentpatternoftheportfolio.Effortswill
alsobe made topromotegreateru seof
ownresourcesandtechnicalassistance
whereverp ossible.
Withthisin mind, regionali ntegration,
environmentandgoodgovernance will
begivenacertaindegreeofpriorityinthe
identification ofnewpotentialprojects.
Thiswill applytoall sectors ofactivity,
whetherinfrastructure–notablyin the
frameworkoftheEU-AfricaInfrastructure
Partnership–orindustry,orin support
ofthef inancialsectorandSMEs. The
Bank will alsoendeavour tosupport the
EuropeanCommission in its programme
toassisttheACPcountriesintheirefforts
toadapt totheplanned reformo fthe
preferentialEU/ACPsugarregime,inline
withtheJune2006PortMoresbyCouncil
Declaration.InvestmentFacility–AnnualReport2006 24
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Portfolio overview
T
heIFismovingintothefifthandfinalyearofthefirstFinancial
ProtocoloftheCotonouAgreementandhasnowestablishedastrong
trackrecordofactivitywithatotalofapprovedandsignedoperations
amountingtoEUR1736mandEUR1398m 11respectively,equivalentto
approximately85%and69%oftheIF’s initialcapitalendowmentand
correspondingtosome76projectsfinanced.
Yearlyandc umulativeapprovals,signaturesandd isbursements undert heIF arepresented in thetableb elow:
Attheendof2006,morethanhalfofthe
financecontractssignedsofarwereunder
actived isbursementorcompletelydis-
bursed.Cumulativedisbursementsstood
atEUR396m,equivalentto19.5%oftheIF
capitalendowmentand28.3%12 ofsigna-
turestodate(seechartsp.25).Whilstthis
percentagerepresentsanaverageforthe
wholeportfolio,e xperience showst hat
disbursementp atternsdifferdepending
on thetypeofoperation,i.e.individual
loans,linesofc reditt ofinancialsector
intermediariesorequityinvestments
(notablythroughequityfunds).Attheend
of2006,40%ofc ommitmentssignedfor
individual/directloans–mainlyforp ri-
vatesectorprojects–hadbeendisbursed,
against32%forequityholdingsand26%
onlyforlinesofc redit.
Inl inewiththeorientationsandobjec-
tivesoftheCotonouAgreement,thefocus
remained on projects promoted bythe
privatesector,whichaccounted for81%
oftheIF signed portfolio att hee ndof
2006( on acumulativeb asis).
Otherwise, 49%ofthec urrentIF portfo-
lio targets investments in thef inancial
sector,andultimatelypromotesinvest-
ments bySMEs. Thiscantakethef orm
oflinesofc reditin favour oflocalo r
regionalfinanciali nstitutions,partici-
pation in investmentfundsort heEFP
agencyagreements.Therelativeshare
oflinesofc redit( see statisticalo verview
p. 26) remained stableataround20%of
theoverall portfolio.Despiteamarked
improvementin theactualutilisation of
creditlinesextended tofinanciali nter-
mediariesin 2004and2005, notablyin
BurkinaFasoandNigeria,resultsachieved
sofarremainbelowexpectationsincoun-
trieswheree xcess liquidityremainsan
obstacle.Repeatoperationsin Niger
andUgandaa ndtheirr apidutilisation
nevertheless confirmtheutilityofc redit
linesin support ofSME developmentin
thosec ountries.
Investments in thef inancialsectoralso
covermicrofinance operations,andb y
thee ndof2006,theIF hadc ommitted
EUR26.4mindebtandequityformicro-
finance in favour of7MFIsin theACPs. A
numberofthesearef ocusing morespe-
cificallyon Africa,whichremained until
recentlythepoorchildoftheindustry.
Infrastructureisthesecondlargestsectorof
interventionoftheIF–andbyfarthelargest
11Thisamountdoesnottakeintoaccountpartialcancel-
lation ofsigned amounts equivalentt oEUR 37 mo r
2.8%ofsignedamountsattheendof2006.
12Iftaking intoaccountp artialcancellation ofsigned
contracts,thepercentageincreasesto31%.
EUR m 20032 00420052006Cumulative
%ofIFcapital
endowment
Approvals 368.9318.2 472.55 76.0 1735.6 85.2%
Signatures 140.2 337.2 351.2 569.6 1398.2 68.6%
Disbursements 4.19 3.2 113.8185.2 396.3 19.5%AnnualReport2006–InvestmentFacility 25
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in EasternandCentralAfrica–withsigned
commitments equivalentt o26% ofthe
overall IF portfolio.Besidest hetwowater
sectorp rojects mentioned (see boxp. 19),
infrastructureprojectsintheportfoliomainly
concernenergywith11projectslocatedin
BurkinaFaso,Cameroon,Ethiopia,Ghana,
Grenada,Kenya,Mauritania,Mozambique,
andZambiaa swell asaregionalproject
coveringMali,MauritaniaandSenegal.
Industry,agro-industryandminingopera-
tions–thelatterp redominantlyin the
SouthernAfricanregion –accounted for
21%oftheportfolio att hee ndof2006,
withthebalancecorrespondingtoinvest-
mentsintheservicessector,mainlytourism
(PacificandIndianOceansub-regions).
Areasonableb alance hass ofarbeen
achieved in termsofc overageofthe
No.ofc ontracts signed vs. no.ofc ontracts disbursed on acumulativeb asis
(01/04/2003-31/12/2006)
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CountryName
Dateof
signature
Signed
amount
Amount
allocated
Allocation
number
BurkinaFasoPGB urkinaFasoII 08/12/2003127 .2926
Cameroon Dév.DuSecteur PrivéPGI I16/12/20032 8344
UgandaDFCULeasing 09/08/200455 11
Gabon PrêtGlobalII 18/10/20041 03.54
NigeriaNigeriaGlobalLoan06/12/20045033.591 5
RegionalWest AfricaBOAD IVBF acilitéd eGarantie10/12/200425--
RegionalPacific
PacificIslandsFacility-
DevelopmentBank ofSamoa
15/10/200572 .0471
NigerNiger–PGSecteur FinancierII 26/10/20058 3.132 2
TrinidadandTobago ClicoGlobalLoan03/11/20052010.6 5
RegionalPacific
PacificIslandFacility-
TongaDevelopmentBank
15/12/20056--
CapeVerde CapVert-Secteur FinancierPGI I20/12/20058 --
TrinidadandTobago DevelopmentFinance LtdIX20/12/200572 .93
NamibiaO ldMutualMidinaFund10/03/20064--
RegionalCentralAfricaBDEACPrêtGlobalIII 24/05/20061551
UgandaDFCULeasing GlobalLoanII 28/06/2006102.456
RegionalEast AfricaEADB RegionalFinance Facility17/11/20062 5--
RegionalPacific
PacificIslandsFinancing FacilityII
–NationalBank ofPalau
05/12/20065--
RegionalCaribbeanCaribbeanDevelopmentBank IVB19/12/20062 0--
DominicanRepublicSmall EnterprisesGlobalLoan1 9/12/20064--
DominicanRepublicADEMIVB19/12/20063 --
Rwanda
RwandaGL II PrivateSector
SupportA
21/12/20063 --
GhanaGhanaFinancialSectorGlobalLoanII B22/12/200615--
Total29078.5208
OverviewofIF linesofc redits (all amounts in EUR m)AnnualReport2006–InvestmentFacility 27
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variousACPregions(seechart).IFfinanc-
ingshavegoneto28out ofthe79ACP
and20OCTeligiblec ountries. Thisis
without taking intoconsideration theIF
regionalo perations–8in total.Whereas
lending volumesin theCaribbeanand
Pacificsub-regionslagbehindtheother
sub-regionsats ome8 %ofthesigned
portfolio,itr emainsin proportion to
thesmallers izeofthee conomiescon-
cernedandconsequentlyoftheprojects
financed.Experience undert hef ormer
Loméconventionsalsoindicatesthatthe
occurrenceoflargeinvestmentsrequiring
majorfunding volumesiscyclicali nthe
CaribbeanandPacificsub-regions.None
oftheseprojectscouldbefinalisedsince
thee ntryintoforce oftheIF.
Asindicated above, theavailabilityofa
widerangeofrisk-bearingfinancialinstru-
ments,d enominated in EUR andother
widelytraded currenciesaswell aslocal
currencies,isanimportantfeatureofthe
IF.Theuseofsometimesinnovativerisk-
bearing instruments provest obe most
appropriatenotablyinthefinancialsector
whereanumberofoperationsconcern
equityinvestments orared enominated
inlocalcurrencies.Ordinaryloansnever-
Breakdownbyregion (01/04/2003-31/12/2006)
West Africaa ndSahel24%
SouthernAfricaa nd
IndianOcean22%
Caribbean
andPacific8 %
Centraland
EasternAfrica
26%
RegionalAfricaa nd
ACPS tates2 0%
Breakdownbysector( 01/04/2003-31/12/2006)
Transport&Telecoms1%
Financialservices*49% Industry,Agro-industry
andMining 21%
Power&Water2 5%
Services( incl.Tourism)4%
*includingfinancialintermediationthroughequityfunds,agencyagreements,linesofcredit,etc.InvestmentFacility–AnnualReport2006 28
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Yearof
signature
Region /countryOperation nameInstrument
Amount
signed
Amount
disbursed
2004AfricaS horeCapInt. Equity2.501.05
2005AfricaLaFayetteInvestissements Equity3.501.34
2005WesternAfricaBIMAOGuarantee 5.00 0.00
2006DominicanRep. ADEMIVLoan3.00 0.00
2006DominicanRep. ADEMIVEquity0 .750.22
2006AfricaAccess Holding Equity3.460.58
2006AfricaI&PDev.Equity3.250.00
2006DominicanRep. Small enterprisesGlobalLoanLoan4 .00 0.00
2006DominicanRep. Small enterprisesGlobalLoanEquity1.00 0.00
Total26.463 .19
Microfinance operationsu ndert heCotonouIFAnnualReport2006–InvestmentFacility 29
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Breakdownbyregionandsector (01/04/2003-31/12/2006)
FinancialServices
Industry&Mining
Power&Water
Services( incl.Tourism)
Transport&Telecoms
Caribbean
andPacific
Centraland
East Africa
Regional
Africa&ACP
States
Southern
Africa&
IndianOcean
West Africa&
Sahel
4%
22%
3%
68%
3%
58%
31%
11%
100%
16%
8%
5%
71%
24%
4%
60%
12%
thelessremainpredominantintheoverall
portfolio in termsoflending volume, as
theymainlyconcernl argeinfrastructure
orindustrialprojects forwhichl ending
volumesaremoresignificantt hanthose
involving equityorq uasi-equityinvest-
ments.Attheendof2006,thebreakdown
oftheIFportfoliobyfinancialinstruments
in termsofnumberofoperationswas
(i)25equityorquasi-equityinvestments,
(ii)58 ordinaryloans,(iii)6guarantees
and(iv)9subordinated loans( see chart
belowforp ercentages). Localcurrency
investments totalled thee quivalentof
EUR93mfor14operationsandconcerned
thef ollowing currencies:Rwandafranc,
CFAfranc, Ugandashilling,Fiji dollar,
DominicanRepublicpesosandMauri-
taniano uguiya.Overall thec urrentr isk
profileoftheIF portfolio fullyreflects its
intrinsicrisk-bearing nature, with60%
oftheportfolio rated in thehigh-risk
category.
MomaTitaniumMinerals-miningandprocessingofheavymineralsandsinnorthernMozambique
Cumulativesignatures
Breakdownbyfinanciali nstrument( 01/04/2003-31/12/2006)
Guarantee 5%
Subordinated
loan1 2%
Equityandindirectequity12%
Ordinaryloan71%InvestmentFacility–AnnualReport2006 30
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Greaterconcessionalitythroughinterestratesubsidies
IFoperationsandownresources(OR)loanscanbenefitfromaninterestratesubsidyappropriationofsomeEUR187m,the
purposeofwhichi st oi ncreasetheirconcessionalityundercertain specificc onditions:
*“ForinfrastructureprojectsintheLeast-DevelopedCountries,inpost-conflictcountriesandpost-naturaldisastercountries…
thatareprerequisitesforprivatesectordevelopment...;
*Forinfrastructureprojectsbycommerciallyrunpublicentitiesthatareprerequisitesforprivatesectordevelopmentincountries
subjecttorestrictiveborrowingconditionsundertheHeavilyIndebtedPoorCountries(HIPC)initiativeoranotherinternationally
agreeddebtsustainabilityframework…;
*Forprojectsthatinvolverestructuringoperationsintheframeworkofprivatisationorforprojectswithsubstantialandclearly
demonstrablesocialorenvironmentalbenefits….”
Revised CotonouPartnershipAgreement,AnnexII,Article2,paragraph7.
Att hee ndof2006,atotalamountofEUR 90.8mequivalentt o4 8.6% oftheCotonouIinterest ratesubsidyappropria-
tion,hadb eenearmarked for14 projects botho no wnresourcesandundert heIF,11 ofwhichconcerned infrastructure
investments.
UnderCotonou’ssecondfinancialprotocol,theinterestratesubsidyappropriationwillbeincreasedtoEUR400m,ofwhich
up to1 0%canbe used forp roject-related technicalassistance.
ContractnameCountry
Loanamount
in EUR
Estimated subsidy
amountin EUR
SectorJustification
SONABEL III (IF)BurkinaFaso1 52500 00 21600 00 EnergySocial
COMPAGNIE SUCRIERED UTCHAD (IF)Chad11 800 000 1800 000 Agro-
industry
Environmental
&social
LIAISONM ARITIME DAKAR-ZIGUINCHOR
(IF) Senegal1 00 00 000 23 96000 Transport HIPC
GILGEL GIBE II HYDROPOWERP LANT(IF)Ethiopia500 00 000 184100 00 EnergyHIPC
VRAVII (IF)Ghana10500 000 25800 00 EnergyHIPC
KPLC GRID DEVELOPMENT(IF)Kenya43000 000 102900 00 EnergyHIPC
CARIBBEAN DEVELOPMENTBANK III
FACILITY
Regional–
Caribbean 400 00 000 5000 000 Financial
Sector Social
MAPUTOW ATERS UPPLY(IF)Mozambique31000 000 91 52000 WaterHIPC
AMENAGEMENTHYDROELECTRIQUED E
FELOU (IF)
Regional–
West Africa 33 000 000 91 37 000 EnergyHIPC
ECOCIMENTO FIBREC EMENT(IF)Mozambique1300 000 173 000 IndustryEnvironment
SMALLTOWNWATER&SANITATION
PROGRAMME (IF) Ethiopia16500 000 4608000 WaterHIPC
FIJI POWER(OR)Fiji 24500 000 4251000 EnergyEnvironment
WEST AFRICAN GASP IPELINE (OR) Regional–
West Africa 75000 000 18148000 EnergyHIPC
BLPCI VWIND POWER(OR)Barbados97500 00 27 500 00 EnergyEnvironment
TOTAL 371600 000 90855 000AnnualReport2006–InvestmentFacility 31
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Partnership
T
heBank’s activitiesandinvolvementintheACPregionsextendsbeyond
strictlyproject-relatedactivitiesandencompassesacontinuousdialogue
withtheEuropeanCommission,theEUMemberStatesandtheACPStatesas
wellasthemajorstakeholdersinEuropeanandinternationaldevelopmentaid.
Overallresponsibilityforsettingthepolicy
anddirectionoftheIFrestswiththeBank’s
ManagementCommittee andBoardof
Directors,in closec onsultation withthe
IFCommittee.Basedonproposalsbythe
Bank,theIFCommitteeprovidesguidance
onIFinvestments,policiesandstrategies.
Bygatheringtogetherrepresentativesof
allEUMemberStatesaswellastheCom-
mission andtheEuropeanCouncil,the
IF Committee helps toachievegreater
coherence ande fficiencyin EUdevelop-
mentaid.Inthiscontext,andinanticipa-
tion ofthef orthcoming entryintoforce
oftherevised CotonouAgreement,the
Bankhasactivelyparticipated,jointlywith
theEUMemberStatesconcerned,in the
EuropeanCommission’s programming
exercisef ort he10thEDF,which,in the
relevantCountryStrategyPapers,defines
thekeyorientationsandobjectivesof
EUdevelopmentco-operation in each
individualACPStateaswellasatregional
levelandaimst oensurec oherence and
complementarityamong thed ifferent
developmentaidagenciesin anygiven
countryorr egion.
Theb lending ofEuropeanCommission
grantr esourcesandIF orBank funds
provest obe anappropriatemechanism
toi ncreasethee fficiencyofEUfinancial
assistance in theACPs,asillustrated by
thesuccessfulimplementationoftheACP-
EUW aterFacility(see boxp. 18). During
2006,theEuropeanUniondrewupanew
PartnershipforAfricanInfrastructure.A
centralcomponentofthisPartnershipwill
betheEU-AfricaInfrastructureTrustFund,
whichalsorests on thepooling ofthe
Bank’s andtheEC’s expertisein thearea
ofinfrastructureprojects,andwill focus
on supporting regionalandc ross-bor-
derinfrastructureprojects in thee nergy,
water,transport andc ommunications
sectors.TheTrustFundAgreementsigned
betweentheEuropeanCommission and
theEIB in July2006,whichi sopentoall
EUMemberStates,d esignatest heEIB as
July2006-H.E.thePresidentofMozambique,MrArmandoEmílioGuebuzabeingwelcomedto
theBankbyVice-PresidentTorstenGersfeltInvestmentFacility–AnnualReport2006 32
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theTrustFundmanager. Inadditiontoan
initialcontributionofEUR 60mfrom the
EuropeanCommission,d etailed discus-
sionsin late2006s uggest thats everal
MemberStateswillcontributetothisnew
Europeandevelopmentinitiatived uring
2007.TheTrust Fundisexpected tostart
allocating fundst oprojects in Africain
thef irst halfof2007.
WithregardtotheEU’s majorbilateral
aidagencies,f ollowing thesignaturein
2005ofaMemorandumofUnderstanding
betweentheBank,theAFDandtheKfW,
aworkinggroupcomprisingrepresenta-
tivesofthethree institutionsconcluded
its assignmentin December2 006. The
group’s findingswill be put intopractice
byjointlyappraising projects forco-
financing.IntheACPs,opportunitiesfor
co-financinghavebeenidentifiedinbasic
infrastructureprojects(energyandwater)
andin microfinance.
Thepromotion ofaconsistentapproach
betweentheBank andthevarious mul-
tilateraldevelopmentbanks( MDBs) and
IFIscontinuedtobeakeyfeatureofinsti-
tutionalcooperation,notablythrough
theHIPCinitiative, but alsothrough the
recentlyestablished EIB-WorldBank co-
managed Carbon Fundf orEuropeof
aboutEUR100m,whichaimstopurchase
greenhousegasemissionreductions(ERs)
generated through theproject-based
mechanismsoftheKyotoProtocol on
behalfofEuropeansovereignsandc or-
porateinvestors.ThisFundisexpectedto
stimulatefixedinvestmentindeveloping
countriesandintroduceadditionalliquid-
ityintotheEUEmissionTrading Scheme
through thepurchaseofERs.
Atanotherlevel,microfinance isanarea
ofintensed ialoguewiththeothermajor
actorsofdevelopmentaid.Despiterecent
encouragingdevelopments,amajorityof
poorpeoplestillhavenoaccesstofinancial
EuropeanFinancingPartners–enhancedfinancialcooperation
betweenEuropeanDevelopmentFinanceInstitutions(EDFIs)
Following thesuccessfuli mplementation andsubsequentevaluation ofEuropean
Financing Partners (EFP)activitiesin 2005, theBank contributed anadditional
EUR 100 mtobe made availablef rom IF resources( in parallelwithanadditional
EUR 50mfrom theEDFIs),b ringing theIF’s totalparticipation in EFPtoEUR 190m.
Att hee ndof2006,EFPhadc ommitted EUR 156m,e quivalentt oj ust over50%of
its EUR 315mfunding basein favour of13p rojects in 7countriesin Africaa ndin
theCaribbean.ThisincludesEUR 7.1mi nequityinvestments.Among theprojects
supported bytheIF through EFPwere:
¸ NigeriaZenithBank,oneoftheleadingcommercialbanksinNigeria,aso-called
NewGenerationBank,whichhasbeenverysuccessfulincompetingwiththeold
anddominantbanks,byfollowinganaggressivegrowthstrategyandproviding
adiversified rangeofnewbanking products andservices. Its strategicgoali s
tobecomeareputableinternationalfinanciali nstitution whilemaintaining its
position asaleading bank in Nigeria.
¸ DigicelInternationalFinance Ltd.ist hef inancialh olding ofDigicelLtd.( Digi-
cel)group ofc ompaniest hatwasfounded in March2000 andist henumber
onec ellularp honeoperatorin theEnglish-speaking Caribbeancountries,with
operationsin 20markets andover2million subscribers.EFPisp articipating in
thef inancing oftherollout andthed evelopmentofthec ompany’s GSMnet-
worksin St. Luciaa ndHaiti.
¸ NigeriaGuarantyTrustBankPlc(GTB)wasincorporatedinJuly1990asaprivate
limited liabilitycompanyandc ommencedoperation in February1991.InApril
1996thebanklisted74%ofitssharesontheNigerianStockExchangeandin2001
itobtaineditsuniversalbankinglicence.GTB’s strategyistoprovidespecialised
financialservicest othemiddleandtopendofthemarket. GTBisasuccessful
full service commercialNigerianbank.
services.Alotremainstobedoneandthe
Bankendeavourstocontributeinaproac-
tivemannerbyremainingattheforefront
oftheindustry.During2006,theEIBsigned
aMemorandumofUnderstandingwiththe
GrandDuchyofLuxembourgthatestab-
lished aframeworkforcooperation on
fundingtechnicalassistanceprogrammes
relatingtothepromotionofmicrofinance
activitiesintheACPs.Thisframeworkgives
theBank’s microfinance projects access
tog rants thatcanbe used tostrengthen
existing ornewlycreated MFIsbymeet-
ing theirdemandf ort echnicalassistance
in theparticularareasof(i)management
informationsystems,(ii)riskmanagement,AnnualReport2006–InvestmentFacility 33
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ClimateChangeTechnical
AssistanceFacility(CCTAF)
TheEUR 5mCCTAF established by
theBank in 2005providesadvance
conditionalfunding foractivities
associatedwiththedevelopmentof
project-based carbon assets (cred-
its) undert heCleanDevelopment
Mechanism(CDM)andJointImple-
mentation (JI)instruments ofthe
KyotoProtocol.Anumberofactivi-
tiesareneeded foraprojectt obe
registered forcarbon credits,all of
whichi nvolvec omplicated techni-
calandmethodologicali ssues. In
addition,in ordert obe entitled to
carbon credits,theprojecthast o
takeanumberofsteps(e.g.acarbon
feasibilitystudy),whichincurconsid-
erableup-frontcosts.TheCCTAF is
designed tofacilitated evelopment
ofCDMandJIbyprovidingtechnical
assistance forp rojectp romoters to
gett hemthrough themain stages
oftheCDM/JIprojectcycletillcredit
registration.Thenecessarystudies
andprocessingworkareoutsourced
toprivatesectorconsultants.The
CCTAFtakesthef ormofc onditional
funding thatwouldb ereimbursed
bythepromoteriftheprojectwere
successfullyregistered bytherel-
evantCDM/JI authority.Shouldthe
carbon assetdevelopmentfail,the
BankwouldassumetheCCTAFcosts.
IntheACP,afirst commitmentwas
madeundertheCCTAFforanenergy
projectin Namibia.Callsforexpres-
sionsofinteresthavebeenmadefor
ahydroIPP projectin Madagascar,
theBLPCI VW indPowerp rojectin
Barbadosandaregionalhydropower
investmentinWesternAfrica.
¸ ZambiaCopperbeltEnergyCorporation (CEC)isaprofitableUSDrevenue-
generating,independentelectricitytransmissionanddistributioncompany.
Thec ompanysuppliesp owert oZambia’s copperandc obaltmining and
processing companieson theCopperbelt,accounting for6 0%ofZambia’s
powersales.CECwascreatedin1997asafirststepintheprivatisationprocess
oftheparastatalZambiaConsolidated CopperMines( ZCCM). Aconsortium
consisting ofCinergy,NationalGridTranscoandateamo ff iveindividuals
withseniorexecutivee xperience in theZambianm ining andpowerindus-
tryw ast hesuccessfulbidderforZCCM’s PowerDivision whichupon its sale
becameCEC.Eachfortheirownstrategicreasons,CinergyandNationalGrid
Transcodecided in 2003t osell theirjoints takein CEC toZambiaEnergy
Corporation (ZamEn). ZamEni sajointventuref ormed by:three directors
ofCEC,thepowerprojectdeveloperAldwychInternational,DBSAandFMO.
EFPisp roviding financing toZamEnfort heacquisition ofCEC aswell asfor
thef inancing ofCEC’s capitalexpenditurerequirements.
¸ KenyaP andaFlowers Ltd.p roducesand
exportscut flowers withagreenhousearea
of40halocatedintheso-calledFlowerBusi-
ness Parki nNaivasha,Kenyaa ndprovides
servicestoindependentcompaniesengaged
in cut flowerp roduction ast enants orp art
owners ofthef lowerp ark.Thef lowerp ark
compriseswell-developed infrastructure
(roads,waters upply,e lectricity,e tc.) and
150haofgreenhouses. Withtheproceeds
oftheloanthecompanywillbeinvestingin
newinfrastructuref ort hef lowerp ark,new
greenhousesandtheexpansionofitsexist-
ing cut flowerp roduction.
(iii)humanresources,(iv)productdevelop-
mentand(v)thecreationofnewfinancial
instrumentstargetingMFIs.TheBankalso
playedaleadingroleinsettinguptheEU-
ACPMicrofinanceFrameworkprogramme,
apilotp rogrammef unded bytheEC to
provide technicalassistance funding for
microfinanceoperations.Thisprogramme
isadministeredbytheConsultativeGroup
toAssistthePoor(CGAP),aconsortiumof
publicandprivatedevelopmentagencies
working togethert oexpandaccess to
financialservicesforthepoorindevelop-
ingcountries.Since2005theBankhasbeen
anactivememberofCGAP,whichheldits
2006annualm eeting in Benin.InvestmentFacility–AnnualReport2006 34
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Organisation andstaffing
A
spartoftheDirectorateforLendingOperationsoutsideEurope,the
ACP-IFDepartmentisresponsibleforthemanagementofallprojects
andotherEIBactivitiesintheACPcountriesandtheOCTs.Tocarryout
thistask,itdrawsontheservicesoftheBank’s Projects,Legal,RiskMan-
agementandFinanceDirectoratesfortheirinputintotheanalysisand
monitoringofoperations.ItalsoavailsitselfoftheservicesoftheBank’s
non-operationalsupportdirectorates(e.g.HumanResources,Information
Technology,FinancialControl).
Attheendof2006,atotalof73.4Equiva-
lentFull TimeStaff (EFT)wasdirectly
assigned too perationsin theACPcoun-
tries. Newrecruitments weref airlymar-
ginalduringtheyear,reflectingafurther
consolidation oftheACP-IF Department
andotheroperationaldirectoratesdirectly
involvedintheimplementationoftheIF.
Whereasidentificationandevaluationof
potentialnewprojectsremainsapriority,
dueattentionisbeinggiventothemoni-
toring oftheBank’s portfolio ofprojects
intheACPregions.Proactivemonitoring
isindeed essentialtoensuring theIF’s
sustainability.
Most ofthestaff areb ased in Luxem-
bourgbut benefits from thesupport of
theEIB/IFregionalrepresentationoffices
inDakar,NairobiandTshwane(Pretoria),
whichh ave, since theirofficialo pen-
ing in 2005, considerablystrengthened
theBank’s operationsin thoseregions.
Theopening ofregionalo fficesfort he
CaribbeanandPacificregions,initially
scheduled for2 006,will takeplace in
theearlypartof2007.Asisthecasewith
theregionalofficesalreadyoperatingin
Africa,thenewofficesshouldcontribute
significantlytoimprovingprojectaccess
andmaintaining ano n-going dialogue
withtheBank’s various stakeholders in
theCaribbeanandPacificregions,while
att hesametimehelping too vercome
thespecificproblemsofd istance and
time-zoned ifferentials.
NairobiOffice DakarOfficeAnnualReport2006–InvestmentFacility 35
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SydneyOffice Fort-de-FranceOffice Tshwane(Pretoria)Office
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Asignificants hareoftheIF portfolio of
investmentsisdenominatedinnon-euro
currencies,notablyUS dollarinvest-
ments whichaccounted for52% ofthe
totaloutstandingattheendof2006.The
IF minimisesits currencyriskexposure
on USDlending byentering intocur-
rencyswaps.Thisp olicycanh owever
notbe applied equallytothewhole
portfolio ofUSDinvestments,notably
equityorq uasi-equity,nort otheACP
currenciesdenominated investments.
Inaccordance withIFRS,unrealised
foreignexchangegainsorlosseson
equityinvestments don otimpactt he
IF profitandloss accountdirectly,b ut
areincluded in thef airvaluereservein
theb alance sheet.ThenetEUR 153000
loss on financialo perationsr eported in
2006thereforerelatestotheunhedged
portion oftheIF’s portfolio ofnon-EUR
denominated loans.
Impairments aremade forloansout-
standingattheendofthefinancialyear,
whenpresenting objectivee vidence of
risksofnon-recoveryofallorpartoftheir
amounts according totheoriginalcon-
tractualtermsort hee quivalentvalue.
Att hee ndof2006,specificprovisions
forimpairmentt otalled EUR 1.8m,c or-
responding mainlytoaspecificinvest-
mentin Mauritania.
Financialreview
T
heIFfinancialstatements,whicharepreparedinaccordance
withInternationalFinancialReportingStandards(IFRS),are
presentedinAnnex4.Attheendofitsthirdfullyearofactivity,
theIFreportedanetprofitofEUR23.7montotalassetsofEUR710m,
ofwhichEUR402mcorrespondstooutstandingloansandequity
investments.
TheEUR24mnetprofitfortheyeardoes
nottakeintoaccountthecostsincurred
bytheBank formanaging theIF,which
aref ullycovered bytheMemberStates’
remuneration andb yappraisalo rcom-
mitmentfeescharged bytheIF fors pe-
cificprojects.Thesec osts include the
directcosts incurred bytherespective
operationaldirectoratesand, on apro-
ratabasis,thec osts ofnon-operational
directoratesandotheroverheads.
Costs andrevenuesfor2 006aresum-
marised in thetableb elow:
InvestmentFacility–Costs andRevenue(in EUR ’000)Year:2006
Totalexpenses 35413
ofwhich:operationaldirectorates2 36 00
non-operationaldirectoratesandoverheads11 813
Revenue 35413
ofwhich:f eescharged totheMemberStates3 3913
projectappraisalfees1500AnnualReport2006–InvestmentFacility 37
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Annex1–IF Portfolio ofsigned operations
2003-2006
Natureofoperation:
Agencyagreement   – Localcurrencyloan ◗ – Guarantee ✦ – Seniorloan ´ – Equity ■ – Indirectequity   – Ordinaryloan S – Subordinated loan  
NameRegion /CountrySector Natureof
operation
Publicor
private
sector
Amount
2003
PGB URKINA FASO CREDITBAIL II BurkinaFasoFinancialsector S Private2.0
PGB URKINA FASO II BurkinaFasoFinancialsector S Private10.0
DEV.DUS ECTEUR FINANCIERP GI IAC AMEROUNC ameroon Financialsector S Private3.0
DEV.DUS ECTEUR FINANCIERP GI IBC AMEROUNC ameroon Financialsector S Private25.0
BEL OMBREH OTEL B(SUBORDINATED LOAN)Mauritius Services,Tourism   Private3.3
BEL OMBREH OTEL C(SUBORDINATED LOAN)Mauritius Services,Tourism   Private2.8
EBTR MAURITANIE MauritaniaInfrastructure ´ Private4.0
AFRICAN BANKSHOLDINGS,LLCRegional-ACPFinancialsector ■ Private30.0
AUREOS SOUTHERNA FRICAVENTUREC APITAL Regional–East &CentralFinancialsector ■ Private10.5
AUREOS EAST AFRICAF UND Regional–East &CentralFinancialsector ■ Private6.8
AUREOSWEST AFRICAF UND Regional–West AfricaFinancialsector ■ Private8 .75
KANSANSHI COPPERMINE ZambiaIndustry,Mining S Private34.0
Sub-totalfor2 003140.15
2004
AFRICAN LIONM INING FUND II ACPS tatesIndustry,Mining ■ Private7.0
EDFI EUROPEAN FINANCING PARTNERS (EFP)ACPS tatesFinancialsector   Private90.0
EDFI EUROPEAN FINANCING PARTNERS (EFP)ACPS tatesFinancialsector ■ Private0.01
SHORECAPINTERNATIONAL LTD(SCI)ACPS tatesFinancialsector ■ Private2.5
FABULOUS FLOWERS BotswanaFloriculture, Industry   Private2.0
SONABEL III BurkinaFasoEnergy   Public15.25
WESTIN MACAOR ESORTDominicanRepublicServices,Tourism   Private20.0
NOVOTEL DENARAUP ROJECT(IF)Fiji Services,Tourism   Private5 .0
PRETGLOBAL II (GABON)Gabon Financialsector ◗ Private6.5
PRETGLOBAL II (GABON)BG abon Financialsector ◗ Private3.5
MAGADI SODA PUREA SHPROJECTBK enyaIndustry,Mining ´ Private11.37
MAGADI SODA PUREA SHPROJECTCK enyaIndustry,Mining   Private1.62
SNIMVII MauritaniaEnergy ´ Public22.5
MOMATITANIUMM INERALSMozambiqueIndustry,Mining ´ Private15.0
MOMATITANIUMM INERALSMozambiqueIndustry,Mining   Private40.0
MOZ/RSAN ATURAL GAS-UPSTREAMC OMPONENTMozambiqueEnergy S Public10.0
NIGERIA GLOBAL LOAN NigeriaFinancialsector S Private5 0.0
BOAD IVBF ACILITED EG ARANTIE Regional-West AfricaFinancialsector ✦ Private25.0
(inEURm)AnnualReport2006–InvestmentFacility 39
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Natureofoperation:
Agencyagreement   – Localcurrencyloan ◗ – Guarantee ✦ – Seniorloan ´ – Equity ■ – Indirectequity   – Ordinaryloan S – Subordinated loan  
NameRegion /CountrySector Natureof
operation
Publicor
private
sector
Amount
BOAD IVCPRISED EPARTICIPATIONRegional-West AfricaFinancialsector ■ Private4.6
SAMOAVENTUREC APITAL FUND SamoaFinancialsector ■ Private0.35
DFCULEASING GLOBAL LOAN UgandaFinancialsector ◗ Private5 .0
Sub-totalfor2 004337.2
2005
ALBIONRESORTMAURITIUS BM auritius Services ■ Private5 .0
AQUALMAI II MadagascarIndustry&Mining S Private5 .0
BANQUEREGIONALE DESMARCHESBRegional-West AfricaFinancialsector S Private0.61
BIMAOR egional-West AfricaFinancialsector ✦ Private5 .0
CAPEI IRegional–West AfricaFinancialsector ■ Private11.90
CAPVERT -SECTEUR FINANCIERP GI IC apeVerde Financialsector S Private8 .0
CLICOGLOBAL LOAN TrinidadandTobago Financialsector S Private20.0
COMPAGNIE SUCRIERED UTCHAD ChadIndustry&Mining ✦ Private11.8
DANGOTEC EMENTNigeriaIndustry&Mining S Private33.06
DEVELOPMENTFINANCE LIMITED IXT rinidadandTobago Financialsector S Private7.0
ETUDE EL AOUJM auritaniaIndustry&Mining ■ Private5 .0
GILGEL GIBE II HYDROPOWERP LANTEthiopiaEnergy S Public5 0.0
GRENLEC III PROJECTGrenadaEnergy S Private5 .0
KPLC GRID DEVELOPMENTKenyaEnergy S Public43.0
LA FAYETTEI NVESTISSEMENTS (LFI)Regional-ACPFinancialsector ■ Private3.5
LIAISONM ARITIME DAKAR-ZIGUINCHOR SenegalTransport S Public10.0
MOMATITANIUMC MozambiqueIndustry&Mining   Private2.75
MOPANI COPPERP ROJECTZ ambiaIndustry&Mining S Private48.0
NIGER-PGSECTEUR FINANCIERII NigerFinancialsector S Private8 .0
OLKARIA II EXTENSIONK enyaEnergy S Public32.5
PACIFIC ISLANDSFINANCING FACILITY Regional-PacificFinancialsector S Private7.0
PACIFIC ISLANDSFINANCING FACILITYBRegional-PacificFinancialsector S Private6.0
SEPH-NOUADHIBOU MauritaniaIndustry S Private5 .0
VRAVII GhanaEnergy S Public10.5
ZESCOKARIBA NORTHI IZambiaEnergy S Public7.6
Sub-totalfor2 005351.22
2006
BANQUEI NTERNATIONALE D’INVESTISSEMENTMauritaniaFinancialservices ■  Private5 .00
PACIFIC ISLANDSFINANCING FACILITYII Regional-PacificFinancialservices S Private5 .00
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NameRegion /CountrySector Natureof
operation
Publicor
private
sector
Amount
DFCULEASING GLOBAL LOAN II UgandaFinancialservices ◗ Private10.00
CARIBBEAN DEVBANK IVBRegional-CaribbeanFinancialservices ✦ Private20.00
RW-GL II PRIVATESECTORS UPPORTARwandaFinancialservices S Private3.00
NAMIBIA -OLD MUTUAL MIDINA FUND NamibiaFinancialservices ◗ Public4.00
FIRST BANK OFN IGERIA NigeriaFinancialservices S Private35.00
FIRST BANK OFN IGERIA BN igeriaFinancialservices S Private15.00
GHANA FINANCIAL SECTORGLOBAL LOAN II BG hanaFinancialservices S Private15.00
BDEACPRETGLOBAL III Regional-CentralAfricaFinancialservices S Private15.00
BDEACPRETGLOBAL III BRegional-CentralAfricaFinancialservices ✦ Private5 .00
EADB REGIONAL FINANCE FACILITY Regional-East AfricaFinancialservices S Private25.00
ADEMIVDominicanRepublicFinancialservices ■  Private0.23
ADEMIVBD ominicanRepublicFinancialservices ◗ Private3.00
ACCESS MICROFINANCE HOLDING Regional-ACPFinancialservices ■  Private3.46
SMALL ENTERPRISESGLOBAL LOAN DominicanRepublicFinancialservices ◗ Private4.00
BPIK ENYASME FUND KenyaFinancialservices ■  Private4.24
BPIM ADAGASCARS ME FUND MadagascarFinancialservices ■  Private2.00
I&PR egional-AfricaFinancialservices ■  Private3.25
AMENAGEMENTHYDROELECTRIQUED EF ELOU Regional-West AfricaP ower,Water S Public11.00
AMENAGEMENTHYDROELECTRIQUED EF ELOU BRegional-West AfricaP ower,Water S Public11.00
AMENAGEMENTHYDROELECTRIQUED EF ELOU CRegional-West AfricaP ower,Water S Public11.00
AESS ONEL-ELECTRICITYSUPPLYCameroon Power,Water S Private5 5.00
AESS ONEL-ELECTRICITYSUPPLYBC ameroon Power,Water S Private10.00
MAPUTOW ATERS UPPLYMozambiquePower,Water S Public31.00
SMALLTOWNWATER&SANITATIONPROGRAM EthiopiaP ower,Water S Public14.85
SMALLTOWNWATER&SANITATIONPROGRAM EthiopiaP ower,Water S Public1.65
ECOCIMENTO FIBREC EMENTMozambique
Industry,Agro-
industryandMining
S Private1.30
KOLOMBANGARAF ORESTRYP ROJECTS olomon Islands
Industry,Agro-
industryandMining
S Private3.50
ALBIONRESORTMAURITIUS Mauritius Services,Tourism S Private14.00
ASTRUMTRAVEL HELICOPTERS ERVICESBelize
Transports,
Telecoms
S Private3.74
KOUILOU MAGNESIUMPHASEI Congo
Industry,Agro-
industryandMining
S Private13.00
LUMWANA COPPERP ROJECTAZambia
Industry,Agro-
industryandMining
  Private48.00
LUMWANA COPPERP ROJECTBZambia
Industry,Agro-
industryandMining
S Private19.00
EMPAFRICAF UND II Regional-AfricaFinancialservices ■  Private40.00
KULA FUND II Regional-PacificFinancialservices ■  Private4.40
EDFI EUROPEAN FINANCING PARTNERS II Regional-ACPFinancialservices S Private90.00
EDFI EUROPEAN FINANCING PARTNERS II BRegional-ACPFinancialservices ■  Private5 .00
EDFI EUROPEAN FINANCING PARTNERS II CRegional-ACPFinancialservices ✦ Private5 .00
Sub-totalfor2 006569.62
TOTAL 1398.19
Natureofoperation:
Agencyagreement   – Localcurrencyloan ◗ – Guarantee ✦ – Seniorloan ´ – Equity ■ – Indirectequity   – Ordinaryloan S – Subordinated loan  
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Annex2–Portfolio ofsigned ownresources
operations2 003-2006
NameRegion /CountrySector Natureof
operation
Publicor
private
sector
Amount
2003
BelOmbreHotelA(SeniorLoan)Mauritius ServicesSeniorLoanPrivate6.10
Sub-totalfor2 0036 .10
2004
NovotelDenarauProjectFiji ServicesSeniorLoanPrivate6.00
MagadiSodaP ureAshProjectAK enyaIndustrySeniorLoanPrivate8 .93
Vinlec IVS tVincent&GrenadinesEnergySeniorLoanPublic8 .30
BOAD PGI VARegional–West AfricaFinancialSectorSeniorLoanPrivate25.00
Mauritius ContainerTerminalII Mauritius Transport SeniorLoanPublic14.00
Sub-totalfor2 00462.23
2005
SBM GlobalLoanMauritius FinancialSectorSeniorLoanPrivate20.00
DangoteCement-AN igeriaIndustrySeniorLoanPrivate11.57
DangoteCement-AN igeriaIndustrySeniorLoanPrivate46.28
DangoteCement–BN igeriaIndustrySeniorLoanPrivate6.61
DangoteCement-BN igeriaIndustrySeniorLoanPrivate26.45
CaribbeanDevBank III FacilityRegional-CaribbeanFinancialSectorSeniorLoanPublic40.00
Sub-totalfor2 005150.91
2006
Fiji PowerFiji Power,WaterSeniorLoanPublic24.50
BLPCI VWindPowerBarbadosPower,WaterSeniorLoanPrivate9.75
LumwanaCopperProject–CZambia Industry,Agro-
industryandmining SeniorLoanPrivate18.00
West AfricanGasPipeline(WAGP)GhanaP ower,WaterSeniorLoanPublic75.00
GhanaFinancialSectorGlobalLoanII –CG hanaFinancialServicesSeniorLoanPrivate40.00
Sub-totalfor2 006167.25
TOTAL 386.49
(inEURm)InvestmentFacility–AnnualReport2006 42
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Annex3–Organisation Chart
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Annex4–FinancialStatementsoftheInvestment
Facilityasat31December2006
INCOME STATEMENT
(in EUR ‘000)
Notes
Yeart o
31.12.2006
Yeart o
31.12.2005
Interest andsimilarincome23 816123 76
From loans2 15561 21 17
From interest subsidies1 62 -
From treasury2098259
Interest expensesandsimilarcharges( 2493) (11 03)
From derivatives( 2483) (1 103)
From others (10)-
Netinterest income21323 11 273
Netfeeandc ommission income5 4366 708
Financialo perations
Netr esulton financialo perations6 (153) 1008
Impairmentloss on loansande quityinvestments 9(1823) (19 18)
MemberStatess pecialcontribution tog eneraladministrativee xpenses7 33 9133 2455
Generaladministrativee xpenses7 (33 913) (32 455)
Netp rofitfort heyear2 37 1311 071
Thenotesr efert otheNotest otheFinancialStatements.InvestmentFacility–AnnualReport2006 44
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BALANCE SHEET
(in EUR ‘000)
Notes3 1.12.20063 1.12.2005
ASSETS
Cashandc ashequivalents 8190780194 916
Derivativef inanciali nstruments 128473 -
Loansande quityinvestments 9
Loans3 389971967 31
ofwhichaccrued interest 37 8427 22
Equityinvestments 66 449 30886
Amounts receivablef rom contributors 1010391392455
Otherassets 11 1365351
Totalassets 7099 77 515339
LIABILITIES
Derivativef inanciali nstruments 12-55 84
Amounts owed tothirdparties131344 25115655
Deferred income14 7908186
Otherliabilities1514 63 -
Totall iabilities1437 961214 25
EQUITY ATTRIBUTABLETO MEMBERS TATES
FacilityMemberStatesContribution called 16515000 3700 00
Retained earnings41 1841 7471
Fairvaluereserve99 976 443
Totalequity566 181393914
Totall iabilitiesandMemberStates’resources7 099 77 515339
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CASHF LOW STATEMENT
(in EUR ‘000)
Yeart o
31.12.2006
Yeart o
31.12.2005
Cashflowsfrom operating activities
Profitfort hef inancialyear2 37 1311 071
Adjustments
Impairmenton equityinvestments 13019 18
Impairmenton loans1693-
Interest capitalised (4303) (19 78)
Increasein accrualsandd eferred income8 038468
Profiton operating activities2 92711 14 79
Netloandisbursements (157004)( 107817)
Repayments 3585 863
Fairvaluemovementon derivatives( 14 057) 5441
Increasein prepayments andaccrued incomeon loans( 1062) (2 404)
Increasein equityinvestments (319 65)( 58 54)
Proceedsfrom equityinvestments 25-
Increasein otherassets (1014)( 351)
Increasein otherliabilities14 63 -
Netcashfrom operating activities( 170758)( 98643)
Cashflowsfrom financing activities
Paidin byFacilityMemberStates145000 2100 00
(Increase)/decreasein amountr eceivablef rom contributors (11 458)( 32 455)
Netincreasein amountp ayablef rom interest subsidies173 127 8200
Increasein amountp ayabletothirdparties14 58 32 455
Netcashfrom financing activities1523 122 88 200
Effects ofe xchangeratec hangeson loansande quityinvestments 14 310(6 431)
Summarystatementofc ashflows
Cashandc ashequivalents atbeginning off inancialyear194 91611 790
Netcashfrom operating activities( 170758)( 98643)
Netcashfrom financing activities1523 122 88 200
Effects ofe xchangeratec hangeson loansande quityinvestments 14 310(6 431)
Cashandc ashequivalents atendoff inancialyear190780194 916
STATEMENTO FC HANGESIN EQUITY
(in EUR ‘000)
Fort heyearended 31December2 006
FacilityMemberStates
contribution
Retained
earnings
Fairvalue
reserveon AFS
investmentTotalEquity
At3 1December2 004 1600 00 6400 (899)1655 01
FacilityMemberStatescontribution called during theyear2 300 00 -- 2300 00
FacilityMemberStatescontribution cancelled during theyear( 200 00)-- (200 00)
Netp rofitoftheyear-1 1071- 11 071
Changein fairvalued uring theyear-- 73 427 342
At3 1December2 0053700 00 1747164433 93914
FacilityMemberStatescontribution called during theyear145000 -- 145000
Netp rofitoftheyear-23 713-23 713
Changein fairvalued uring theyear-- 35543554
At3 1December2 006515000 41 1849 997566 181InvestmentFacility–AnnualReport2006 46
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Notest otheFinancialStatements
1.Generalinformation
TheInvestmentFacility(the“Facility”) hasbeenestablished withinthef ramework
oftheCotonouAgreement( the“Agreement”)on co-operationandd evelopment
assistance negotiated betweentheAfrican,CaribbeanandPacificGroup ofStates
(the“ACPS tates”)andtheEuropeanUnion andits MemberStateson 23 June2000
andrevisedon25June2005.
TheFacilityismanagedbytheEuropeanInvestmentBank (the“EIB”ort he“Bank”).
UnderthetermsoftheAgreementuptoEUR2,200millionforACPandEUR20million
forOCT(asagreedbytheCouncilDecisionof27 November2001ontheassociation
oftheOverseasCountriesandTerritorieswiththeEuropeanCommunity)maybe
allocated tofinance theFacility.Withinthef rameworko ftheAgreement,theEIB
alsomanagesloansgrantedfromitsownresources.Allotherfinancialresourcesand
instrumentsundert heAgreementareadministeredbytheEuropeanCommission.
2.Significantaccountingpolicies
2.1Basisofpreparation
TheFacility’s financialstatements haveb eenprepared in accordance with
InternationalFinancialReportingStandards( IFRS)asadopted bytheEuropean
Union.
TheaccountingpoliciesappliedareinconformitywiththeIFRSandwiththeoverall
principlesoftheDirective86/635/EECoftheCounciloftheEuropeanCommunities
of8December1986ontheannualaccountsandconsolidatedaccountsofbanksand
otherfinanciali nstitutions,asamendedb yDirective2001/65/EC of27 September
2001andb yDirective2003/51/EC of18June2003on theannualandc onsolidated
accounts ofc ertain typesofc ompanies,b anksandotherfinanciali nstitutionsand
insurance undertakings( the“Directives”).
2.2Significantaccountingjudgementsandestimates
Thepreparationo ffinancialstatementsin conformityw ithIFRSrequirest heuseof
certain criticalaccountingestimates. Italsorequiresmanagementt oexerciseits
judgmentin theprocess ofapplyingtheFacility’s accountingpolicies. Theareas
involving ahigherdegree ofjudgmentorcomplexity,orareaswhereassumptions
ande stimatesaresignificantt othefinancialstatements,aredisclosed.
Themostsignificantu seofjudgementsande stimatesareasfollows:
Fairvalueoffinancialinstruments
Wherethef airvaluesoff inancialassets andf inanciall iabilitiesr ecordedon the
balance sheetcannotbe derived from activemarkets,theyared etermined using
avarietyofvaluationtechniquesthatincludetheuseofmathematicalmodels.The
inputt othesemodelsistakenfromobservablemarketswherepossible,butwhere
thisisnotfeasible,adegreeofjudgementisrequiredinestablishingfairvalues.The
judgementsincludeconsiderationsofliquidityandmodelinputssuchascorrelation
andvolatilityforlongerdatedderivatives.
Impairmentlossesonloansandadvances
TheFacilityreviewsitsproblemloansandadvancesateachreportingdatetoassess
whetheranallowanceforimpairmentshouldberecordedintheincomestatement.
Inparticular,judgementbymanagementisrequiredintheestimationoftheamount
andtimingo ff uturec ashflowswhendeterminingthelevelo fallowance required.
Suchestimatesareb ased on assumptionsabout anumberoff actors andactual
resultsmaydiffer,resultinginfuturechangestotheallowance.Inadditiontospecific
allowanceagainstindividuallysignificantloansandadvances,theFacilityalsomakes
acollectiveimpairmentallowanceagainstexposureswhich,althoughnotspecifically
identifiedasrequiringaspecificallowance,haveagreaterriskofdefaultthanwhen
originallygranted.Thiscollectiveallowance isbased on anydeteriorationi nthe
internalratingo ftheloano rinvestments ince itwasgranted oracquired.These
internalratingstakeintoconsiderationfactorssuchasanydeteriorationincountry
risk,industry,andtechnologicalo bsolescence,aswell asidentified structural
weaknessesordeteriorationincashflows.
Valuationofunquotedequityinvestments
Valuationo funquoted equityinvestments isnormallybased on oneofthe
following:
-recentarmslengthm arkett ransactions;
-currentfairvalueofanotherinstrumentt hatiss ubstantiallythesame;
-theexpectedcashflowsdiscountedatcurrentratesapplicableforitemswithsimilar
termsandriskcharacteristics; or
-o thervaluationmodels.
Thed eterminationo fthec ashflowsandd iscountfactors foru nquoted equity
investments requiress ignificantestimation.TheFacilitycalibratest hevaluation
techniquesp eriodicallyandtestst hemforvalidityusing eitherp ricesfrom
observablec urrentmarkett ransactionsin thesameinstrumentorfrom other
availableobservablemarketdata.
Impairmentofequityinvestments
TheFacilitytreatsavailable-for-saleequityinvestmentsasimpairedwhentherehas
beenasignificantorprolongeddeclineinthefairvaluebelowitscostorwhereother
objectiveevidenceofimpairmentexists.Thedeterminationofwhetheradeclineis
significantorprolongedisbasedonajudgmentalappreciation.
2.3Changeinaccountingpolicies
Theaccountingpoliciesadopted arec onsistentwiththoseused in theprevious
financialyearexcept asfollows:
TheFacilityadopted theamendmentt oIAS39 FinancialInstruments:Recognition
andMeasurement forfinancialg uarantee contracts (issued in August2 005),which
requiresforfinancialg uarantee contracts thatarenotconsidered tobe insurance
contractstoberecognizedinitiallyatfairvalueandtoberemeasuredatthehigher
oftheamountdeterminedinaccordancewithIAS37 Provision,ContingentLiabilities
andContingentAssets andtheamountinitiallyrecognized less,whenappropriate,
cumulativeamortizationrecognizedinaccordance withIAS18 Revenue .
Certainnewstandards,amendmentsandinterpretationstoexistingstandardshave
beenpublishedthataremandatoryfortheFacility’s accountingperiodsbeginning
on orafter1March2006orlaterp eriodsbut whichtheFacilityhasnotyetearly
adopted,asfollows:
-IFRS7FinancialInstruments:Disclosures(effectiveforannualperiodsbeginningon
orafterJanuary1,2007):theStandardrequirestheFacilitytomakedisclosuresthat
enableuserstoevaluatethesignificanceoftheFacility’s financialinstrumentsand
thenatureandextentofrisksarisingfromthosefinancialinstruments.
-Amendmentt oIAS1Presentationo fFinancialStatements (effectivef orannual
periodsbeginningonorafterJanuary1,2007):thisamendmentrequirestheFacility
tomakenewdisclosurestoenableusersofthefinancialstatementstoevaluatethe
Facility’s objectives,policiesandprocessesformanagingcapital.
-IFRIC 9(effectivef orannualperiodsbeginningo no rafterJune1,2006):this
interpretationestablishest hatt hed atetoassess thee xistence ofanembedded
derivativeist hed ateanentityfirst becomesapartytothec ontract,with
reassessmentonlyifthereisachangetothec ontractt hats ignificantlymodifies
thec ashflows. TheFacilityiss till evaluating thee ffectofthisinterpretationand
expects thatadoptiono fthisinterpretationwillh aveno impacton theFacility’s
financialstatementswhenimplementedin2007.
2.4Summaryofsignificantaccountingpolicies
Theb alance sheetr epresents assets andliabilitiesin decreasing orderofliquidity
anddoesnotdistinguishbetweencurrentandnon-currentitems.
2.4.1Foreigncurrencytranslation
TheFacilityusestheEuro(EUR)forpresentingitsfinancialstatements,whichisalso
thefunctionalandpresentationalcurrency.
Foreigncurrencytransactionsaretranslated,in accordance withIAS21,att he
exchangerateprevailingonthedateofthetransaction.
Monetaryassets andliabilitiesdenominated in currenciesothert hani nEuroare
translated intoEuroatt hee xchangerateprevailingatt heb alance sheetdate.The
gain orloss arisingfromsuchtranslationi sr ecordedintheincomestatement.
Non-monetaryitemsthataremeasuredintermsofhistoricalcostinaforeigncurrency
aretranslatedusingtheexchangeratesatthedatesoftheinitialtransactions.Non-
monetaryitemsmeasuredatfairvalueinaforeigncurrencyaretranslatedusingthe
exchangeratesatt hedatewhenthefairvaluewasdetermined.
Exchangedifferencesarisingonthesettlementoftransactionsatratesdifferentfrom
thoseatt hed ateofthetransaction,andunrealized foreign exchanged ifferences
onunsettledforeigncurrencymonetaryassetsandliabilities,arerecognizedinthe
incomestatement.
Thee lements oftheincomestatementaretranslated intoEuroo ntheb asisofthe
exchangeratesprevailingatt heendofe achmonth.
2.4.2Cashandcashequivalents
TheFacilitydefinescashequivalentsascurrentaccountsorshort-termdepositswith
originalm aturitiesofthreemonthsorless.
2.4.3Financialassetsothert handerivatives
Financialassetsareaccountedforu sing thesettlementdatebasis.
•Loans
Loansoriginated bytheFacilityarerecognized in theassets oftheFacilityw hen
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amounts),whichi st hef airvalueofthec ashg iventoo riginatetheloan,including
anytransactioncosts,andaresubsequentlymeasuredatamortizedcost,usingthe
effectiveyieldmethod,less anyprovisionforimpairmentoruncollectability.
•Equityinvestments
Afterinitialmeasurement,thesedirectandindirectequityinvestments,classifiedas
availablef orsalefinancialinvestments,aresubsequentlycarriedatfairvalue.
a.Venturecapitalfunds
Thef airvalueofe achventurec apitalfundwillbe based on theNetAssetValue
(NAV),reportedbythefund,ifcalculatedbasedoninternationalvaluationstandard
recognizedtobecompliantwithIFRS.TheFacilitymayhoweverdecidetoadjustthe
NAVreportedbythefundifthereareissuest hatmayaffectt hevaluation.
Ifnointernationallyrecognizedfairvaluationstandardisapplied,thevaluationwill
beconductedonthebasisoftheunderlyingportfolio.
b.Directequityinvestments
Thefairvalueoftheinvestmentwillbebasedonthelatestsetoffinancialstatements
available,re-using,ifapplicable,thesamemodelastheoneusedattheacquisition
oftheparticipation.
Unrealized gainsorlosseson equityinvestments arereported in equityuntil such
investmentissold,collectedordisposedof, oruntilsuchinvestmentisdetermined
tobeimpaired.Ifanavailableforsaleinvestmentisdeterminedtobeimpaired,the
cumulativeunrealized gain orloss previouslyrecognized in equityisincludedin
theincomestatement.
Fornonquoted investment,thef airvalueisdetermined byapplyingrecognized
valuationtechnique.Theseinvestmentsareaccountedforatcostwhenthefairvalue
cannotbereliablymeasured.
•Guarantees
Financialguaranteesareinitiallyrecognizedatfairvalueinthebalancesheetunder
item“Otherliabilities”.Subsequenttoinitialrecognition,theFacility’s liabilitiesunder
eachguaranteearemeasuredatthehigheroftheamortizedpremiumandthebest
estimateofexpenditurerequiredtosettleanyfinancialobligationarisingasaresult
oftheguarantee.
Anyincreasein theliabilityrelatingtofinancialg uaranteesist akentotheincome
statementunderitem“Creditlossexpense”. Thepremiumreceivedisrecognizedin
theincomestatementu nderitem“Netfeeandc ommissioni ncome”on astraight
linebasisovert helifeoftheguarantee.
2.4.4Impairmentoffinancialassets
TheFacilityassessesateachbalance sheetdatewhethert hereisanyobjective
evidence thatafinancialassetisimpaired.Afinancialassetoragroup offinancial
assets isdeemed tobe impaired if, andonlyif, thereisobjectivee vidence of
impairmentasaresultofoneormoree vents thathasoccurred aftert heinitial
recognitionoftheasset(anincurred“lossevent”)andthatlosseventhasanimpacton
theestimatedfuturecashflowsofthefinancialassetorthegroupoffinancialassets
thatcanbereliablyestimated.Evidenceofimpairmentmayincludeindicationsthat
theborroweroragroupofborrowersisexperiencingsignificantfinancialdifficulty,
defaultordelinquencyin interest orp rincipalpayments,theprobabilitythatt hey
willenterbankruptcyorotherfinancialreorganizationandwhereobservabled ata
indicatethatthereisameasurabledecreaseintheestimatedfuturecashflows,such
aschangesinarrearsoreconomicc onditionst hatcorrelatewithdefaults.
Fort heloansoutstandingatt hee ndofthefinancialyearandc arried atamortized
cost,impairments aremade whenpresenting objectivee vidence ofrisksofnon
recoveryofall orp artoftheiramounts accordingtotheoriginalcontractualterms
ort hee quivalentvalue.Ifthereisobjectivee vidence thatani mpairmentloss has
beeni ncurred,theamountoftheloss ismeasured ast hed ifference betweenthe
asset’scarryingamountandthepresentvalueofe stimated futurec ashflows. The
carryingamountoftheassetisr educedthrough theuseofanallowance account
andtheamountoftheloss isr ecognizedin theincomestatement.Interestincome
continuest obe accrued on thereducedc arryingamountbased on thee ffective
interestrateoftheasset.Loanst ogetherwiththeassociatedallowance arewritten
offwhenthereisno realisticprospectoff uturerecovery.If, in asubsequentyear,
theamountofthee stimatedimpairmentloss increasesordecreasesbecauseofan
eventoccurringaftert heimpairmentwasr ecognized,thepreviouslyrecognized
impairmentloss isincreasedorr educedb yadjustingtheallowance account.
TheFacilityconductscreditr iskassessmentsbasedon whichthereisno needfora
collectiveimpairmentprovision.
Fort heavailablef ors alee quityinvestments,theFacilityassessesateachbalance
sheetdatewhethert hereisobjectivee vidence thatani nvestmentisimpaired.
Objectivee vidence wouldinclude asignificantorp rolonged declinein thef air
valueoftheinvestmentbelowitscosts.Wherethereisevidenceofimpairment,the
cumulativeloss (measured ast hed ifference betweentheacquisitioncost andthe
currentfairvalue,lessanyimpairmentlossonthatinvestmentpreviouslyrecognized
in theincomestatement) isr emoved from equityandrecognized in theincome
statement. Impairmentlosseson equityinvestments arenotr eversed through the
incomestatement; increasesin theirfairvalueafterimpairmentarerecognized
directlyinequity.
TheEuropeanInvestmentBank’s RiskManagementr eviewsfinancialassets for
impairmentatleast once ayear. Resultingadjustments include theunwindingo f
thediscountintheincomestatementoverthelifeoftheasset,andanyadjustments
requiredinrespectofareassessmentoftheinitiali mpairment.
2.4.5Derivativefinancialinstruments
Derivativesincludecross currencyswaps andc ross currencyinterestrateswaps.
Inthenormalcourseofitsactivity,theFacilitymayenterintoswapcontractswitha
viewtohedgespecificlendingoperations,denominatedinactivelytradedcurrencies
othert hantheEuro,in ordert oo ffsetanygain orloss caused byforeignexchange
ratefluctuations.
However,theFacilityhasnotenteredintoanyhedgeaccountingtransactionsunder
IFRSrulesasatDecember3 1,2006and2005.Therefore,allderivativesaremeasured
atfairvaluethrough theincomestatement. Fairvaluesared erived primarilyfrom
discountedcash-flowmodels,option-pricingmodelsandfromthirdpartyquotes.
Derivativesarerecordedatfairvalueandc arried asassets whentheirfairvalueis
positiveandasliabilitieswhentheirfairvalueisnegative.Changesinthefairvalueof
derivativesheldfort radingareincludedin“Netr esultonfinancialoperations”.
2.4.6Contributions
ContributionsfromMemberStatesarerecognizedasreceivableinthebalancesheet
on thed ateoftheCouncil Decisionfixingthefinancialcontributiontobe paidb y
theMemberStatest otheFacility.
2.4.7 Interestincomeonloans
InterestonloansoriginatedbytheFacilityisrecordedintheprofitandlossaccount
(interest andsimilarincome)andon theb alance sheet( loanandadvances) on an
accrualbasisusingtheeffectiveinterestrate,whichistheratethatexactlydiscounts
estimated futurec ashpayments orr eceiptst hrough thee xpected life oftheloan
tothenetcarryingamountoftheloan.Once therecordedvalueofaloanh asbeen
reducedd uetoani mpairment,interest incomec ontinuest obe recognized using
theoriginaleffectiveinterestrateappliedtothenewcarryingamount.
2.4.8Interestsubsidies
Aspartofitsactivity,theFacilitymanagesinterestsubsidiesonbehalfoftheMember
States.
ThepartoftheMemberStatescontributionsallocated tothepaymentofinterest
subsidiesisnotaccounted forin theFacility’s equitybut isclassified asanamount
owedtothirdparties.
2.4.9Interestincomeontreasury
UnderthetermsoftheFacilityandaccordingtotheFinancialRegulationapplicable
tothe9 th EuropeanDevelopmentFund, thef undsr eceived bytheEIBon behalfof
theFacilityarerecordedinanaccountintheCommission’s name.Interestonthese
deposits,placedbytheFacilitywiththeEIB,isnotaccountedforbytheFacilityasit
ispayabledirectlytotheEuropeanCommission.
Reflows,b eingrepaymentofprincipal,interest orcommissionss temmingfrom
financialo perations,andinterest calculated on thesereflowsareaccounted for
within theFacility.
2.4.10Fees,c ommissionsanddividends
Feesreceivedinrespectofservicesprovidedoveraperiodoftimearerecognizedas
incomeastheservicesareprovided.Commitmentfeesaredeferredandrecognized
in incomeusing thee ffectiveinterest methodovert heperiodf rom disbursement
torepaymentoftherelatedloan.
Dividendsr elatingtoequityinvestmentsarerecognizedwhenreceived.
2.4.11 Taxation
TheProtocol on thePrivilegesandImmunitiesoftheEuropeanCommunities,
appendedtotheTreatyof8April 1965e stablishing aS ingleCouncil andaS ingle
CommissionoftheEuropeanCommunities,stipulatesthattheassets,revenuesand
otherpropertyoftheInstitutionsoftheUnionareexemptfromall directtaxes.
2.4.12Reclassificationofprioryearfigures
Wherenecessary,c ertain prioryearfigureshaveb eenreclassified toconformwith
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3RiskManagement
3.1Creditrisk
Thiss ectionpresents financiali nformationabout theinvestments made bythe
Facility.
ThetablehereafteranalysestheFacilityexposuredisbursedbynatureofborrower.
Exposured isbursed (in EUR ’000)2 0062 005
Privateb orrowers 378428225174
SovereignandPublicb orrowers 23 234-
Total4 01662 225174
ThetablehereafteranalysestheFacilityexposuredisbursedbytypeofinvestment
instrumentu sed.
Exposured isbursed (in EUR ’000)2 0062 005
SeniorLoans( exposured isbursed) 226 392111 671
ofwhichGlobalLoans 9684150314
Subordinated LoansandQuasiEquity1088 21826 17
Equity66 449 30886
Total4 01662 225174
Thetablebelowanalysest heFacilityexposured isbursedbysector.
Exposured isbursed (in EUR ’000)2 0062 005
Infrastructure16933 683
Industry 1827 83140597
Energy 38291 -
Services 33 61811 548
Agriculture 9349 6500
Services( financialactivities) 3908712532
Globall oans96841 50314
Total4 01662 225174
3.2Interestraterisk
Thetableb elowsummarizest heFacility’s exposuretoi nterest rateriskthrough
itsinvestments.
Exposured isbursed (in EUR ’000)2 0062 005
Fixed rateinterest 17079092150
Floating rateinterest 1644 23 102138
Non-interest bearing investments 66 449 30886
Total4 01662 225174
3.3Liquidityrisk
Thetablebelowsetsout theFacility’s assetsandliabilitiesbyrelevantmaturitygroupingsbasedontheremaining periodtothec ontractualm aturitydate.
Liquidityrisk(in EUR ’000)
Upt o3
months
3-12
months
1-5
years
Over5
years Total
ASSETS
Cashandc ashequivalents 190780---1 90780
Derivativef inanciali nstruments -- 1558 69158 473
Loansande quityinvestments
Loans19 45151815714 319 820338997
Equityinvestments --- 66 449 66 449
Amounts receivablef rom contributors 103913--- 103913
Otherassets 1365--- 1365
Totalassets 2980031518172 72 3931847099 77
LIABILITIES
Amounts owed toMemberStates( 1344 25)--- (1344 25)
Deferred income--- (7 908)( 7908)
Otherliabilities( 14 63) --- (14 63)
Totall iabilities( 1358 88)-- (7 908)( 1437 96)
Netliquidityposition at3 1December2 006162 1151518172 72 385 276 566 181
Netliquidityposition at3 1December2 005 1741 103972 192 2172 15393914
3.4Foreignexchangerisk
Thetablebelowanalysest heFacilityassetsandliabilitiesbyrelevantcurrencygroupings.
Foreign exchangerisk(in EUR ’000) EUR USDC AD
ACP/OCT
CurrenciesTotal
ASSETS
Cashandc ashequivalents 190549 231--1 90780
Derivativef inancialInstrument8473 --- 8473
Loansande quityinvestments
Loans141 075176 214 (*) -21708338997
Equityinvestments 185 41 32 427 33 561212566 449
Amounts receivablef rom contributors 103913--- 103913
Otherassets -9 65-4 00 1365
Totalassets 462 551209837 33 563 4233 7099 77AnnualReport2006–InvestmentFacility 49
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LIABILITIES
Amounts owed tothirdparties( 1344 25)--- (1344 25)
Deferred income(7 908)--- (7 908)
Otherliabilities( 14 63) --- (14 63)
Totall iabilities( 1437 96) --- (1437 96)
Currencyposition at3 1December2 0063 18755 209837 33 563 4233 566 181
Currencyposition at3 1December2 005273 8741 00 367 -1 9673 393914
COMMITMENTS
Undisbursed loansande quityinvestments 7179741 49 820-- 867 794
Guaranteesdrawn- -- 79257925
Guaranteesu ndrawn63 875--- 63 875
781849 149 820- 7925939594
(*)SomeloansissuedinUSDollararecoveredbyswapagreementsasdetailedinnote12.
Inaccordance withtheCotonouAgreement,theFacilitymayenterin financialo perationsin currenciesothert hanEuroandbeart hef oreignexchangerisk.However,
whenanadequateswapmarketexists,theFacilitymayenterintoaswapagreementt ocoveritselfagainstanyforeignexchangefluctuation.
4Segmentinformation
Inaccordance withIAS14,theprimarysegmentoftheFacilityisbusiness operationandthesecondarysegmentisgeographical.
TheactivityoftheFacilitycomprisesprimaryBankingandTreasuryoperations.
Bankingo perationsr epresentinvestments in projects,whicharemade withthepurposeofsupportingi nvestments ofprivateandc ommerciallyrunpublicsector
entities.Themain investmentproductsareloans,equityinvestmentsandguarantees.
Treasuryactivitiesincludeinvestingsurplus liquidityandmanagingtheFacilityforeignexchangerisk.
TheFacility’s activitiesared ividedintofiveregionsforinternalm anagementpurposes.
Primaryreportingformat–business segment( in EUR ’000):
At3 1December2 006 Treasury Banking Total
Revenuesfrom segments 2098 26 08428182
Expensesandc hargesfrom segments (2 646) (1823) (44 69)
Profitfort heyear2 37 13
Segmentassets 200 067 4059976 06064
Unallocated assets 103913
Totalassets 7099 77
Segmentliabilities11 288 2439371
Unallocated liabilities1344 25
Totall iabilities1437 96
Commitments 939594 939594
Secondaryreportingformat–geographicalsegment( in EUR ’000):
At3 1December2 006 Revenues (*) Totalassets Totall iabilitiesCommitments
CaribbeanandPacific 421742558 -69801
CentralandEasternAfrica 22 16567 13 77 072 96819
RegionalAfricaa ndACPstates2 536 549 44 -1 92882
SouthernAfricaa ndIndiano cean1 2990161006511 24241
West Africaa ndSahel25027 55 091 50255 851
Others(**) -319 2471358 88 -
Total244 617099 77 1437 96939594
(*)RevenuesrepresentthenetprofitontheFacility’s operationalactivity(i.e.interestandsimilarincomefromloansandinterestsubsidies,netfeeandcommissionincome,plusorminustherealizedgainorimpairment
lossonloansandequityinvestmentsrespectively).
(**)Undergeographicalsegment“ Other”areconsideredtheamountpayabletoorreceivablefromtheMemberStatesortheEuropeanInvestmentBankandtheFacilitycashandc ashequivalent.InvestmentFacility–AnnualReport2006 50
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5Netfeeandc ommissionincome (inEUR’000)
Themain componentsofnetfeeandc ommissioni ncomeareasfollows:
20062 005
Fee andc ommission on loansande quityinvestments 41 68684
Guarantee fee19824
4366 708
6Netresultonfinancialoperations (inEUR’000)
Themain components ofnetr esulton dealing activitiesandf oreignexchange
areasfollows:
20062 005
Netr esultarising from foreignexchangevariations (14 210)6 449
Fairvaluemovementon derivatives14 057( 5441)
(153) 1008
7Generaladministrativeexpenses (inEUR’000)
Generaladministrativee xpensesr epresentt heactualcostsincurred bythe
EuropeanInvestmentBank (the“Bank”) formanagingtheFacilityless income
generated from standardappraisalfeesdirectlycharged bytheBank toclients
oftheFacility.
9Loansandequityinvestments (inEUR’000)
Loans
Equity
investments Total
At1st January2006194 009308862 24895
Movementin fairvaluerevaluation -35543554
Impairment( 1693) (130)( 1823)
Changein amortized cost (316) -(316)
Disbursements 157004319 65188 969
Interest capitalised 4303-4 303
Repayments (3 585)( 25)( 36 10)
Foreignexchangemovement( 14 509)199 (14 310)
At3 1st December2 0063 352136 6449 401662
At3 1December2 006,twooperationswereimpairedforatotalofEUR1.8million.Oneoftheseoperationsconcernedaloani nMauritaniaforanimpairmentamount
ofEUR 1.7 million.
Investmentsin quotedcompaniesr epresentEUR 15.2millionofthetotalequityinvestments.
10Amountsreceivablefromcontributors (inEUR’000)
Themain componentsofamountsreceivablefromcontributorsareasfollows:
20062 005
Contribution called but notp aid700 00 600 00
Specialcontribution tog eneral
administrativee xpenses3 39133 2455
10391392455
11 Otherassets
Themain componentsofotherassetsareasfollows:
20062 005
Interest on loansnotyetcollected 551351
Amounts receivablef rom EIB 814 -
1365351
12Derivativefinancialinstruments (inEUR’000)
AtDecember3 1,2006
Contract
Notional
Amount
Positive
FairValue
Cross currencyswaps 114 5976 046
Cross currencyinterest rateswaps 86963 2427
8473
AtDecember3 1,2005
Contract
Notional
Amount
Negative
FairValue
Cross currencyswaps 591 76 3979
Cross currencyinterest rateswaps 210891 605
55 84
20062 005
Actualcost incurred bytheEuropeanInvestmentBank 354133 33 64
Incomef rom appraisalfeescharged toclients
oftheFacility (1500)( 909)
Netgeneraladministrativee xpenses 33 9133 2455
UnderCouncilDecisionof8April2003,theMemberstatesagreedtocoverinfull
theexpensesincurredbytheBankforthemanagementoftheFacilityforthefirst
5yearsofthe9 th EuropeanDevelopmentFund.
8Cashandcashequivalents (inEUR’000)
Forthepurposesofthecashflowstatement,cashandcashequivalentscomprise
thef ollowing balanceswithl ess thanthree monthsmaturityfrom thed ateof
acquisition.
Thecashandcashequivalentscanbebrokendownbetweenthefundsreceived
from theMemberStatesandnotyetdisbursed andthef undsfrom theFacility’s
operationalandfinancialactivities.
20062 005
Members tatescontributionsr eceived
andnotyetdisbursed 69720155 523
Fundsfrom theFacility’s financialand
operationalactivities 12106039393
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16FacilityMemberStatesContribution (inEUR’000)
WithregardtotheMemberStatesContributiontotheFacility,anamountofEUR 625million hasbeencalled,ofwhichEUR 555 million hasbeenpaid-in.Ofthis
contribution,anamountofEUR 515millionisallocatedtothefundingoftheFacilityass uch,whereasEUR 110millionaree armarkedtofinance interestsubsidies.
ThestatementofFacilityMemberStatesContributionasat3 1December2 006isasfollows:
MemberStates
Contribution
tothe
Facility
Contribution
toi nterest
subsidies
Total
contributed
Called and
notp aid (*)
Austria136 482914 16562 1855
Belgium20188 43122 4500 27 44
Denmark1 102123 541 33 7514 98
Finland76 22 162892501036
France 12514526 73015187517010
Germany12030425696146000 163 52
Greece6437 1376 7813875
Ireland31936 823 875434
Italy645811 37 94 783758 778
Luxembourg1 494 319 18132 03
Netherlands2 688357423 26 2536 54
Portugal4 99510686063 679
Spain 300 76 642436 500 4088
Sweden1 4060300217062 19 11
United Kingdom 65353139597931288 83
TOTAL 515000 1100 00 625000 700 00
(*)Onthe18December2006,theCouncilfixedtheamountofthefinancialcontributionstobepaidbyeachMemberStateby19January2007.
17Commitments (inEUR’000)
TheFacility’s commitmentsareasfollows:
20062 005
Undisbursed loans7 79241 489310
Undisbursed commitmentin respect
ofe quityinvestments 88 55281572
Guaranteesdrawn 79255 347
Guaranteesu ndrawn63 876 36 453
939594 6126 82
18Subsequentevents
Therehaveb eenn om aterialpost balance sheetevents whichwouldrequire
disclosureoradjustmentt othe31December2 006financialstatements.
OnaproposalfromtheManagementCommittee,theBoardofDirectorsreviewed
thesefinancialstatementson13March2007andd ecidedtosubmitt hemtothe
BoardofGovernorsforapprovalatt heirmeetingtobeheldon5June2007.
13Amountsowedtothirdparties (inEUR’000)
Themain componentsofamountsowedtothirdpartiesareasfollows:
20062 005
Netgeneraladministrativee xpensesp ayabletoEIB
Interest subsidiesnotyetdisbursed 100 512832 00
1344 25115655
14 Deferredincome
Themain componentsofdeferredincomeareasfollows:
20062 005
Deferred interest subsidies7 687-
Deferred commissionson loansande quityinvestments 2211 86
7908186
15Otherliabilities
Themain componentsofotherliabilitiesareasfollows:
20062 005
Remuneration repayabletotheCommission with
regardtotheContribution account6 96-
Amounts repayabletoEIB 767 -
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IndependentAuditor’sReport
Tothec hairmano ftheAuditCommittee of
EUROPEANI NVESTMENTBANK
Luxembourg
Wehaveaudited theaccompanyingfinancialstatements oftheInvestmentFacility,whichshowaprofitofEUR 23.713million anda
totalbalance sheetofEUR 709.977 million andwhichcomprisetheb alance sheetasatDecember3 1,2006,theincomestatement,
thestatementofc hangesin equity,thec ashflowstatementfort heyeart henended, andasummaryofsignificantaccounting
policiesandotherexplanatorynotest othefinancialstatements.
ManagementCommittee’s responsibilityfort hefinancialstatements
TheManagementCommittee isr esponsiblef ort hepreparationandf airp resentationo fthesef inancialstatements in accordance
withInternationalFinancialReportingStandardsandwiththegeneralprinciplesoftheDirectivesoftheEuropeanUnion on the
annualaccounts andc onsolidated accounts ofc ertain typeofc ompanies,b anksandotherfinanciali nstitutionsandinsurance
undertakings. Thisr esponsibilityincludes:d esigning,implementingandmaintainingi nternalcontrol relevantt othepreparation
andf airp resentationo ffinancialstatements thataref ree from materialm isstatement,whetherduetofraudorerror,selectingand
applyingappropriateaccountingpolicies,andmaking accountingestimatest hatarereasonablein thec ircumstances.
Responsibilityofthe“Réviseur d’Entreprises”
Ourresponsibilityist oexpressanopiniononthesefinancialstatementsbasedonouraudit. Wec onductedourauditinaccordance
withInternationalStandardson Auditingasadopted bytheLuxembourg“InstitutdesRéviseursd’Entreprises”.Thosestandards
requirethatwec omplyw ithethicalrequirements andplanandperformtheauditt oo btain reasonableassurance whethert he
financialstatements aref ree from materialm isstatement.
Anauditinvolvesp erforming procedurest oo btain auditevidence about theamounts andd isclosuresin thefinancialstate-
ments. Theproceduress elected dependon thejudgementofthe“Réviseur d’Entreprises”,includingtheassessmentofthe
risksofmaterialm isstatementofthef inancialstatements,whetherduetofraudorerror. Inm aking thoseriskassessments,
the“Réviseur d’Entreprises” considers internalcontrol relevantt othee ntity’s preparationandf airp resentationo fthefinan-
cialstatements in ordert odesign auditp rocedurest hatareappropriatein thec ircumstances,b ut notfort hepurposeof
expressingano piniono nthee ffectiveness ofthee ntity’s internalcontrol.
Anauditalsoi ncludesevaluatingtheappropriateness ofaccountingpoliciesu sed andthereasonableness ofaccounting
estimatesmade bytheManagementCommittee,aswell asevaluatingtheoverall presentationo fthef inancialstatements.
Web elievethatt heauditevidence wehaveobtained iss ufficientandappropriatetoprovide abasisforour auditopinion.
Opinion
Ino ur opinion,thef inancialstatements giveatrueandf airviewofthef inancialpositiono ftheInvestmentFacilityasof
December3 1,2006,ofits financialperformance,ofits changesin equityandofits cashflowsfort heyeart henendedin
accordancewithInternationalFinancialReportingStandardsandwiththegeneralprinciplesoftheDirectivesoftheEuropean
Union on theannualaccounts andc onsolidated accounts ofc ertain typesofc ompanies,b anksandotherfinanciali nstitu-
tionsandinsurance undertakings.
ERNST &YOUNG
SociétéAnonyme
Réviseur d’Entreprises
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TheAuditCommittee
TheAuditCommittee reportst otheBoardofGovernors,thef ollowing statementbeingcommunicated totheGovernors priort o
theirapprovalo ftheAnnualReport andthef inancialstatements fort hepast financialyear.
StatementbytheAuditCommittee on theInvestmentFacilityfinancialstatements1
TheCommittee,institutedinpursuanceofArticle14 oftheStatuteandArticle25oftheRulesofProcedureoftheEuropeanInvestmentBank
fort hepurposeofverifyingthatt heoperationsoftheBank arec onducted andits bookskept in apropermanner,having
–d esignated Ernst &Young asexternalauditors,reviewed theirauditp lanningprocess,e xamined andd iscussed theirr eports,
–noted thatt heopiniono fErnst &Young on thef inancialstatements oftheInvestmentFacilityfort hef inancialperiode ndingo n31
December2 006isu nqualified,
–c onvenedonaregularbasiswiththeHeadsofDirectoratesandrelevantservices,andstudiedthedocumentswhichitdeemednecessary
toexaminein thed ischargeofits duties,
–received assurance from theManagementCommittee concerning thee ffectiveness oftheinternalcontrol structureandinternal
administration,
andc onsidering
–thef inancialstatements fort hef inancialperiode ndingo n31December2 006asdrawnup bytheBoardofDirectors atits meetingo n
13March2007,
–thatt hef oregoing providesareasonableb asisforits statementand,
–Articles2 2,23 &24o ftheRulesofProcedure,
tothebestofitsknowledgeandjudgement:
confirmst hatt heactivitiesoftheInvestmentFacilityarec onducted in apropermanner,in particularwithregardtoriskm anagementand
monitoring;
hasverifiedthatt heoperationsoftheInvestmentFacilityhavebeenconductedanditsbookskept in apropermannerandthatt othisend,
ithasverified thatt heInvestmentFacility’s operationshaveb eencarried out in compliance withthef ormalitiesandprocedureslaidd own
bytheStatuteandRulesofProcedure;
confirmst hatt hef inancialstatements,c omprisingtheb alance sheet,theincomestatement,thestatementofc hangesin equity,thec ash
flowstatementandthenotest othefinancialstatementsgiveatrueandfairviewofthefinancialpositiono ftheInvestmentFacilityasat3 1
December2 006in respectofitsassetsandliabilities,andoftheresultsofitsoperationsfort heyeart henended.
Luxembourg,13 March2007
TheAuditCommittee
R.POVEDAA NADÓNM .DALLOCCHIO
1TheFinancialRegulation applicabletothe9thEuropeanDevelopmentFundin Article112 withregardtotheoperationsmanaged bytheEuropeanInvestmentBank statest hatt heseoperationss hall be subjectt othe
auditanddischargeprocedureslaiddownintheStatuteoftheBankforallofitsoperations. Onthisbasis,theAuditCommitteeissuestheabovestatement.InvestmentFacility–AnnualReport2006 54
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Annex5–ACPCountriesandOCTs
• Anguilla
• Aruba
• BritishAntarcticTerritory
• BritishIndianOceanTerritory
• BritishVirginIslands
• CaymanIslands
• FalklandIslands
• FrenchPolynesia
• FrenchSouthernandAntarcticLands
• Greenland
• Mayotte
• Montserrat
• NetherlandsAntilles
• NewCaledonia
• PitcairnIslands
• SaintHelena
• SaintPierreandMiquelon
• SouthGeorgiaa ndtheSouthSandwich
Islands
• TurksandCaicosIslands
• WallisandFutuna
O
C
T
s
A
f
r
i
c
a
• Angola
• Benin
• Botswana
• BurkinaFaso
• Burundi
• Cameroon
• CapeVerde
• CentralAfricanRepublic
• Chad
• Comoros
• Congo
• DemocraticRepublicofCongo
• Côted ’Ivoire
• Djibouti
• EquatorialGuinea
• Eritrea
• Ethiopia
• Gabon
• Gambia
• Ghana
• Guinea
• Guinea-Bissau
• Kenya
• Lesotho
• Liberia
• Madagascar
• Malawi
• Mali
• Mauritania
• Mauritius
• Mozambique
• Namibia
• Niger
• Nigeria
• Rwanda
• SãoToméandPrincipe
• Senegal
• Seychelles
• SierraLeone
• Somalia
• SouthAfrica
• Sudan
• Swaziland
• Tanzania
• Togo
• Uganda
• Zambia
• Zimbabwe
P
a
c
i
f
i
c
• Cook Islands
• EastTimor
• Fiji
• Kiribati
• Marshall Islands
• Micronesia
• Nauru
• Niue
• Palau
• PapuaNewGuinea
• Samoa
• Solomon Islands
• Tonga
• Tuvalu
• Vanuatu
C
a
r
i
b
b
e
a
n
• Antiguaa ndBarbuda
• Bahamas
• Barbados
• Belize
• Cuba
• Dominica
• DominicanRepublic
• Grenada
• Guyana
• Haiti
• Jamaica
• SaintKitts andNevis
• SaintLucia
• SaintVincentandtheGrenadines
• Suriname
• TrinidadandTobagoAnnualReport2006–InvestmentFacility 55
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Annex6–Glossaryofabbreviations
A
ACP:Africa,CaribbeanandPacific
ADB:AsianDevelopmentBank
AFD:Agence Françaised eDéveloppement
AfDB:AfricanDevelopmentBank
Approvals:Projects approved forfinancing bytheEIB’s decision-making
bodies
AWS:AustriaWirtschaftsservice
B
BDEAC:Banqued eDéveloppementdesEtats de l’AfriqueCentrale
BIO:BelgiumInvestmentCompanyforDeveloping Countries
BOAD:West AfricanDevelopmentBank
BPI:Business Partners International
BPSA:Business Partners Ltd.ofSouthAfrica
BII:BanqueInternationaled ’Investissement
C
CBOs:Community-based Organisations
CDB:CaribbeanDevelopmentBank
CDC:CapitalforDevelopmentGroup Plc
CEMAC:CentralAfricanEconomicandMonetaryCommunity
CFA:Communautéf rançaised ’Afrique
Cofides:CompañíaEspañolade Financiación delDesarrollo
Commitments:Signed loans,e quity,quasi-equityinvestment,agencyand
guarantee agreements
Corvinus:Corvinus InternationalInvestmentLtd.
CRPGs:CreditRiskPolicyGuidelines
D
DBSA:DevelopmentBank ofSouthAfrica
DEG:DeutscheInvestitions-undEntwicklungsgesellschaftmbH
DFCU:DevelopmentFinance CompanyofUganda
DFIs:DevelopmentFinance Institutions
DIAF:DevelopmentImpactAssessmentFramework
Disbursements:Loansandinvestments paidout
E
EADB:East AfricanDevelopmentBank
ECOWAS:EconomicCommunityofWest AfricanStates
EDF:EuropeanDevelopmentFund
EDFIs:EuropeanDevelopmentFinance Institutions
EFP:EuropeanFinancing Partner
EIA:EnvironmentalImpactAssessment
EIB:EuropeanInvestmentBank
EITI:ExtractiveIndustryTransparencyInitiative
EU:EuropeanUnion
F
FDI:ForeignDirectInvestment
FINNFUND:FinnishFundf orIndustrialCooperation Ltd
FMO:NetherlandsDevelopmentFinance Company
G
GDP:Gross DomesticProduct
GNI:Gross NationalIncome
H
HIPC:HeavilyIndebted PoorCountries
I
IDA:InternationalDevelopmentAgency
IF:InvestmentFacility
IFC:InternationalFinance Corporation
IFIs:InternationalFinancialInstitutions
IFRS:InternationalFinancialReporting Standards
IFUIndustrialisation Fundf orDeveloping Countries
IMF:InternationalMonetaryFund
ING:InternationaleNederlandenGroup
K:
KfW:KreditanstaltfürWiederaufbau
M
MDGs:MillenniumDevelopmentGoals
MDRI:MultilateralDebtRelief Initiative
MFIs:Microfinance Institutions
MIDINA:Managing InfrastructureDevelopmentin Namibia
MIGA:MultilateralInvestmentGuarantee Agency
MoU:Memorandumo fUnderstanding
N
NGOs:Non-governmentalOrganisations
Norfund: NorwegianInvestmentFundf orDeveloping Countries
O
OCTs:OverseasCountriesandTerritories
ODA:OfficialDevelopmentAssistance
OMVS:Organisation pour laMisee nValeur dufleuveSénégal
OPEC:Organisation ofthePetroleumExporting Countries
P
PPF:ProjectPreparation Facility
PROPARCO:SociétédePromotionetdeParticipationpourlaCoopération
Economique
Q
Quasi-equity:Instruments incorporating bothl oanande quityfeatures,
designedtoprovidevaryingdegreesofrisk/returntrade-offsthat
liebetweenthoseofstraightloansandequityinvestments
S
SADC:SouthernAfricanDevelopmentCommunity
SBI-BMI:BelgianCorporation forInternationalInvestment
SIFEM:Swiss InvestmentFundf orEmerging Markets
SIMEST:SocietàItalianaperleImpreseall’Estero
SMEs:Small andMedium-Sized Enterprises
SPV:SpecialPurposeVehicle
Swedfund: SwedfundInternationalAB
U
UEMOA:Union Economiquee tMonétaireOuest Africaine
UN:United Nations
W
WAEMU:West AfricanEconomicandMonetaryUnionAfrica•Caribbean•Pacific•Africa•Caribbean•Pacific•Africa•Caribbean•Pacificibbean • Pacific A ibbean • Pacific Africa • Caribbean • Pacific • Africa • Caribbean • Pacific • Africa • Caribbean • Pacific
European Investment Bank
100, boulevard Konrad Adenauer 3 (+352) 43 79 1
L-2950 Luxembourg 5 (+352) 43 77 04
Findel Oﬃ ce
4, Rue Lou-Hemmer
L-1748 Findel
www.eib.org/acp –U info@eib.org
EIB Addresses
Dakar
3, rue du Docteur Roux 3 (+221) 889 43 00
BP 6935 Dakar 5 (+221) 842 97 12
U j.reversade@eib.org
Fort-de-France
1, boulevard du Général de Gaulle 3 (+596) 596 74 73 10
F-97200 Fort-de-France 5 (+596) 59 44 88
U a.whitehouse@eib.org
Nairobi
5th Floor, Africa RE Centre 3 (+254) 20 273 52 60
Hospital Road, PO Box 40193 5 (+254) 20 271 19 54
00100 Nairobi U c.cocuzza@eib.org
Sydney
Level 31, ABN AMROTower 3 (+61-2) 82 11 05 36
88 Phillip Street 5 (+61-2) 82 11 06 88
Sydney NSW 2000 U j.dejong@eib.org
Tshwane (Pretoria)
5, Greenpark Estate 3 (+27-12) 425 04 60
27, George Storrar Drive 5 (+27-12) 425 04 70
Groenkloof 0181, Pretoria U d.white@eib.org
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